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ECONOMIC POLICY, ORGANIZATION AND MANAGEMENT 


PROBLEMS DEALING WITH DISTRIBUTION RELATIONSHIPS EXAMINED 


Moscow EKONOMIKA I MATEMATICHESKIYE METODY in Russian No |, Jan-Feb 84 
pp 168-177 


[Article by Grebennikov, V.G., Pchelintsev, O.S. and Shatalin, S.S., Moscow: 
"Pertinent Problems of Improving Socialist Distribution Relationships"] 


[Text] The study of distribution relationships in a system of optimal function- 
ing of the socialist economy continues to be one of the most important tasks of 
our economic science. It has been pointed out in a number of works that the 
basic parameters of these relationships (proportion between the wage fund and 
public consumption funds, level of social protection and motivation of worker in 
their relation to assessments of labor resources and pay for them and others) 
are not derived from a model of optimal functioning of the economic system 

with the same ease as, for example, economic assessment of different kinds of 
resources. 


Naturally, some elements of the analysis of distribution connected particularly 
with a formalized evaluation and selection of plan variants with the use of 
Pareto's rule and its various modifications deserve attention and further 
development, but they cannot replace a unitary conception of optimal formation 
of distributior relations, the need for which is increasingly clearly felt 

at the present stage of development of our economic science. 


This need is determined by a whole series of factors. 


First of all by the practical significance of distribution relationships as 

an instrument of getting the produced income and product to the immediate con- 
sumer. The general level of the people's well-being obviously depends on the 
effective organization of these relationships. And in this sense, as pointed ' 
out by Comrade Yu.V. Andropov, "...distribution relationships plainly and di- 
rectly affect the interests of each and all" (Andropov, Yu.V., "Karl Marx's 
Teaching and Certain Questions of Socialist Construction in the USSR."-- 
KOMMUNIST, No 3, 1983, p 15). : 


An increasingly larger role is played by the indirect effect of distribution 
relationships connected with the reflection and taking account in them of 
objective factors of "social equalization": level of satisfaction of the 











population with the same volume of production and income can sharply differ 
depending on the "quality" of distribution and the degree of its correspon- 
dence to the criterion of fairness accepted in the given society. 


Connected with this is the reaction of distribution relationships to labor 
and social activity and thus to production effectiveness. Consideration of 
this effect and mastery through feedback mechanisms of distribution relation- 
ships and labor activity create one of the current tasks of economic science 
and economic practice. 


The need for a special investigation of the said aspects of distribution prob- 
lems is dictated by the objective situation in this sphere. 


Reference is made not only to the fact that the basic mechanisms and functional 
forms of distribution were formed among us back in the period of the '30s-'50s 
and were naturally aimed at the solution of other than today's problems with 

a much lower level of well-being and with a di.ferent social structure of 
society. We have in mind the extensive approach to the development of these 
mechanisms designated in particular in the period after the economic reform of 
1965, when the place of an active search for new institutional forms of distri- 
bution was taken by a little controlled development of all kinds of bonus 
payments, diversity of departmental channels of distribution and various pro- 
cesses and structures, which in certain measure resulted in occurrences of 
imbalance in the sphere of realization of monetary income, while at the same 
time not ensuring the necessary growth of labor activity and general production 
efficiency. 


A serious defect was the lag of collective forms of incentive pay for labor. 
The orientation of pay toward forms of primarily individual piecework renders 
more difficult the attainment of an agreement of the interests of an individual 
worker with the interests of the enterprise and restrains processes of forma- 
tion of an economic self-consciousness and more developed forms of collective 
labor ethics. 


It is now necessary to bring concrete distribution relationships into accord 
with their objective content and the establishment of a closer relation of 
individual income to the direct operational results of a given labor collec- 
tive. This forms in our view the necessary direction of effective realization 
of the functions of a socialist enterprise. in conformity with the Law on 
Labor Collectives (PRAVDA, 19 June 1983). 


The conception of optimal functioning of the socialist economy makes it possi- 
ble, it seems to us, to improve the approach to the determination of the funda- 
mental proportion of distribution--the relationship between the required and 
surplus product. From our point of view (for greater detail see (1)), the 
required product under the conditions of socialism is equal to the total volume 
of benefits and services expended for the use of the population. It follows 
from this that the determination of an objective limit of the required product 
under socialism from a theoretical and methodological point of view is equi- 
valent ‘to the problem of an optimal relationship between consumption and 
accumulation funds in the national income. At the same time, in conformity 














with the requirement of a fundamental economic law of socialist society, the 
size of the required products (in its integral expression taken over a suffi- 
ciently large period of time) serves as that criterion with which the optimal 
line of demarcation is determined between the required and surplus product for 
each given period of time, say, the current year. 


Optimization of the relation between the required and surplus product is pro- 
vided by the most general limits within which consumption of the population 

and aggregate income are formed. A theoretically more complex problem that 
would be hardly susceptible to a strict formulation of the problem as an opti- 
mum is distribution of the requirec product among the wage fund and public 
consumption funds. A theoretical and methodological analysis of this problem 
and working out of scientifically based proposals for the establishment of 
respective proportions first of all requires the solution of general questions 
of the relationship of economic and social factors in the social-economic 
system of developed socialism. 


In our article: "On Improving the System of Distribution Relationships in the 
Socialist Economy," it was emphasized: "The scientific method of analysis of 
distribution relationships developed by K. Marx thus organically unites in 
itself aspects of ‘social’ and the strictly ‘economic,’ in whose fruitless 
opposition bourgeois conceptions of distribution evolved" (2, p 18). 


This position, however, requires today greater concretization. The nature 

of interacting economic and social factors does not permit their mec’ianical 
combination, their role remains different, which of necessity must be re- 
flected in the practice of planned management of socialist economy, including 
the system of distribution. 


That which is called "social factors" of planned economic decisions forms 

in point of fact the purposeful, normative aspect of functioning of the 
social system, not subject to the logic of replacement, scalarization [skalya- 
rizatsiya] and maximization of the integral effect presented in monetary form. 
On the other hand, there is associated with the term "economic factors" the 
instrumental aspect of social relations, the logic of optimal utilization 

of resources for the attainment of set social aims and comparison of alter- 
natives on the basis of an integral momentary criterion. 


In this sense, social factors should be considered as limitations (in the 
broadest possible sense) determining the field of selection, which is done 

on the basis of purely economic criteria. This principle of clear differentia- 
tion of the social and economic aspects of purposeful selection in the guidance 
of social-economic systems has been made the basis of of working out at the 
present time of a complex method of evaluating the effectiveness of economic 
measures. It also has a direct relation to improvement of distribution rela- 
tionships turning into a problem of differentiation of the social and economic 
criteria of formation of the income of each member of society. 


In this connection, let us dwell on the idea of a socially guaranteed minimum‘ 
in distribution discussed by us and a number of other Soviet economists and 
sociologists since the beginning of the '70s (3-5). 











The task of providing a guaranteed minimum of living conditions means first of 
all that socialist society is interested in having a number of most important 
social needs (housing, health care, education, culture) satisfied on a scale 
that would provide conditions for the normal development of each of ics members 
regardless of individual labor contriijution. This task also means that the 
aggregate real income of every member of society without exception must not 

be below a certain amount, which is ensured by the distribution policy and 

is consistently raised with the development of society's economic potential. 
Such a figure may be called guaranteed minimum income. 


It should be emphasized that the guaranteed minimum income is only one element 
of the system of socialist distribution providing through the specific means 

of state social policy (pensions, grants, free services and benefits from public 
consumption funds--OFP [public consumption funds], guaranteed minimum wage) only 
the lowest level of satisfaction of different needs. The standard of living 
provided by it should not be considered as being possible for some significant 
portion of the population and even more so as a social norm. The task of 

the distribution system as a whole is to provide each member of society with a 
diversity of possibilities for maintaining its aggregate real income at a 
sufficiently high level, exceeding, as a rule, the minimum. A part of these 
possibilities is provided by access to OFP, a part by maintenance of appropriate 
wage norms and regulation of income from a private farm and policy of retail 
prices. In this sense the whole system of distribution is a system of social 
guarantees determining conditions of access to the source of living means. 


But it is natural that with limited resources of consumption in each period of 
time all these diverse possibilities of obtaining an income cannot be provided 
by society in identical degree and form. The higher the income, the more 
"conditional" is the social guarantee of obtaining it--say, the higher the 
requirements for a skill, the ability to withstand physical stress or for 

the resolve to assume responsibility. Consequently, not every possibility 
provided by the distribution system is a real possibility for a specific indi- 
vidual. 


The guaranteed minimum income granted to members of society regardless of 
their labor contribution provides that regardless of what individual circum- 
stances or deviations from the average norm the real income does not drop 
below a certain limit, in other words, it is computed for the exception rather 
than for the rule. 


Socialist distribution presupposes a differentiated approach to the socially 
guaranteed level of satisfaction of different requirements. In practice, 

it is achieved by the fact that the most important needs in a social sense 

whose satisfaction society considers necessary at an adequately high level 

for all its members are provided through the means of public consumption funds 
in the form of free (or only partially paid) benefits and services. The social 
guarantee of satisfaction of needs thus acquires a concrete purposeful character 
and ensures individual consumption at the level of a social norm accessible to 
all. But namely for this reason specified payments from public consumption 
funds exceed the limits of the actually guaranteed minimum income. 


Thus the term “socially guaranteed minimum of living benefits" should not 

be identified with the subsistence minimum, the "physiological" limit of the 
income level and the like. For different needs, it acquires a different sig- 
nificance and indicates significantly different quantitative limits. Thus 

we again emphasize that in the sphere of education and health care, the object 
of social guarantee should be practically the entire range of rendered ser- 
vices. In this sense apparently the choice of the term "minimum" in previously 
published works on this question was not quite successful; it would be better 
to speak of a socially guaranteed living standard. The main consideration 

in this term is the line of demarcation between consumption, unconditionally 
guaranteed by socialist society (that is, guaranteed to its members regardless 
of their labor contribution and on the basis of purely social criteria), and 
consumption whose measure is determined by society on the basis of the objec- 
tive requirements of the law of distribution on the basis of labor. 


From the said concept, there stems, first, the need of consistent implementa- 
tion of the principle in accordance with which no one can obtain additional 
advantages in the use of public consumption funds. (What has been said does 
not contradict the need of differentiation of the level of the socially guaran- 
teed standard depending on the region where one lives and other objective 
factors). The right to living benefits exceeding those guaranteed by society 
and 2 freely granted standard, for example, additional living space, services 
with additional comfort and the like, a person can aquire for earned money, 
that is, on a universally obligatory paid basis. This right must be granted 
to everyone with the development of various forms of paid services and the 
use of the population's funds for the financing of nonproductive capital in- 
vestment. 


It should be kept in mind that social cecurity and in general any form of 

free allotment from state funds is none other than a possibility granted by 
society, one of the variants of satisfaction of needs which should not hinder 
the aspiration of people for living benefits on the basis of personal (labor) 
achievements and personal responsibility. In other words, the existence of 
public consumption funds as a chief source of a guaranteed social standard 

is intended to expand many alternatives at the disposal of each member of 
society and not to restrict him. For this reason, economic differences in 
particular between variants of "public consumption funds" and a "personal 
labor income" as alternative sources of satisfaction of individual needs should 
not be excessively great (as in the case of availability to the consumer of 
completely free state housing or completely paid cooperative apartments). 

The transition from one method to another should be organized with the least 
possible limitations and in the most diverse forms. 


Second, it is necessary to consistently overcome the existing practice of 
using public consumption funds as an instrument of material motivation, on 

the one hand, and of wages as a means of solving purely social problems, on 

the other. The mechanism of payment on the basis for labor should be in 
principle concentrated on the second most important social-economic function 
of income distribution--the function of stimulating labor activity and raising 
the economic accountability of workers for the results of labor. 





In particular, this calls in question existing ideas on the practicability of 
providing a social living standard through raising the guaranteed wage minimum. 


Inasmuch as wages perform the economic function of an aggregate income, the 

wage minimum in a socialist economy must likwise reflect only economic factors. 
To link, for example, the minimum wage level with a minimum living standard 
required for the reproduction of a simple, unskilled work force means to attrib- 
ute to it the fulfillment of social functions that should be the exclusive pre- 
rogative of public consumption funds. 


The economic function of pay according to labor links it in principle with 
effectiveness of use of labor resources in the national economy. As we know, 
the question of this effectiveness is resolved in a most general setting on 
the basis of determination of assessments of labor resources in an optimal 
plan of development of the socialist economy reflecting the contribution of 
augmentation of different categories of labor into an augmentation of the 
national-economic criterion of optimality of its functioning. Naturally, 

it does not at all follow from this general formulation that remun ration 

of labor is identified with its assessment in an optimal national-economic 
plan. Factors determining the individual effectiveness of labor and together 
with it the individual remuneration of an individual worker (including the 
effects of collective organization of labor) are significantly more diverse 
in comparison with factors determining the conditions of optimal use of more 
or less mass categories of labor for which it only makes sense in practice to 
determine an economic evaluation. 


The macrolevel is something else. On it are also formed such most important 
indicators as the average wage of workers and the economic evaluation of a 

unit of labor resources as a whole. The comparison of the dynamics of these 
figures makes it possible to make a judgement to whc: extent growth of the 
average wage reflects increased effectiveness in the utilization of labor and 
its contribution to the growth of the national-economic criterion of optimality. 


As the calculations we have made show (the scope of a journal article does 

not permit depicting them in detail), growth of the aggregate economic evalua- 
tion of a unit of labor resources over the course of the last two five-year 

plans has lagged behind growth of the average wage. This may be considered as 

an important indicator of the inadequacy of the existing mechanism of pay ac- 
cording to labor from the point of view of its fulfillment of the above-indicated 
economic function of income distribution. 


The directions of improvement of distribution relationships should be consider- 
ed in close connection with present problems and long-term tasks of development 
of the entire economic mechanism of the socialist economy. In analyzing cer- 
tain negative tendencies in the sphere of distribution (elements of inequality 
of access to public consumption funds, "vyvodilovka" and the like), it should 
not be forgotten that their chief source lies in the serious defects of our 
economic mechanism and the presence in it of forces and conditions realistic- 
ally reproducing the indicated phenomena. 





We have in mind first of all bureaucracy as a social-economic phenomenon 
characterizing one of the specific forms of manifestation of property rela- 
tionships formed at the stage of extensive growth of the socialist economy. 
Bureaucracy is manifested in a rigid allocation to ministries and departments 

of the great mass of production resources of society in the presence of inade- 
quate economic power cf other social centers for handling of resources. ‘1 

the three types of such centers whose balanced interaction constitutes an 
important objective condition of effective functioning of the social-economic 
system as a whole--sectors, regions, comprehensive goal programs--the first type 
has acquired significant preference. 


The development of the sectorial system in its existing form has led in partic- 
ular to excessive expansion of the social functions of ministries and depart- 
ments. Their operation today encompasses such spheres remote from production 
as construction and the maintenance of housing, children's institutions, munic- 
ipal and cultural-consumer services and city transport facilities on a scale 
constituting a significant share of all-union outlays for corresponding needs. 
Departmental fragmentation of the items of the social infrastructure leads 

to low effectiveness of utilization of resources of the nonproduction sphere. 

A gap exists between the resource availability of "rich" ministries and depart- 
ments primarily responsible for the solution of production tasks and first of 
all subordinating to these problems their work in the social sphere and local 
administrative organs that are responsible for the integrated social develop- 
ment of a given region. Significant interdepartmental differences in funds 
allocated for social needs give rise to an unjustified differentiation of 

the conditions and levels of life within individual regions and settlements. 


Only a redistribution of funds spent on social needs for the benefit of region- 
al administrative organs is capable from our point of view of creating a basis 
for the rational attainment of the basic goals of social policy. On this 
basis, a differentiation of wages and provision of benefits for collective 

use among sectors and enterprises will acquire sufficiently clear social limits 
and produce an economic effect. 


The main danger of departmental monopoly is that it gives rise to the domina- 
tion of production criteria over social and ecological ones in the adoption 

of economic decisions and of producers over consumers. This fundamental defect 
of bureaucracy cannot be overcome through the development of intersectorial 
forms of administration of the type of councils of directors created in cities 
or at regional production complexes. It is not only and not so much depart- 
mental fragmentation (which most frequently is referred to as the chief defect 
of the sectorial system of administration) but the uniformity and one-sidedness 
of the criteria inherent in the components of the sectorial system which hinders 
an integrated solution of social-economic problems. And for this reason, it 

is not only and not so much the overcoming of departmental fragmentation through 
forms of intersectorial cooperation but first and foremost strengthening of 
the position of regional and program administrative organs, including the sig- 
nificant expansion of their resource base and sphere of authority that should 
be considered as the chief direction of improvement of the system of adminis- 
tration as a whole. 


Under conditions of socialism, in addition to increasing the size of national 
wealth, the most important problem is retention and strengthening of the social 
quality of socialist property--its labor base. We have in mind the fact that 
active participation in socially useful labor in the able-bodied stage of 

the :iife cycle is a necessary and sufficient condition of including each member 
of society in regard to the distribution of the means of production and produc- 
ticn benefits and services for personal use. 


The labor base of socialist property cannot be reduced to distribution accord- 
ing to labor and even more to particular manifestations of the given principle 
in the concrete forms and methods of motivation. It is determined by the 
certainty of participation of all able-bodied citizens in public production as 
the universal basis of a comprehensive system of social guarantees. Guarantee- 
ing of the measure of labor on the part of each worker in combination with 

a guaranteed measure of consumption on the part of society forms a most impor- 
tant content of processes ensuring reproduction and development of the labor 
basis of socialist property. 


A number of problems arise in this development requiring comprehensive analy:is 
of their causes and consequences. Strengthening of the labor base of social- 
ist property presupposes not only the elimination of nonlabor income in its 
true sense (speculation, theft, official abuses) but also the overcoming of 
deliberate understating of the measure of labor in the case of a given, fixed 
remuneration and the desire of a part of the workers to give less and secure 
more from society, which from the social point of view differs in no way from 
the practice of obtaining nonlabor income. 


In analysis of the causes of the indicated negative phenomena and tendencies, 
chief attention is paid to defects of the existing system of remuneration 

of labor. For the improvement of this system, the chief ways of solving press- 
ing problems in this sphere are sought. Despite its great importance, it 

is necessary to underscore that the main reserves for increasing labor activity 
and strengthening of the attitude toward labor today exist deeper in the social- 
economic mechanization of formation of an active, interested attitude toward 
socialist property in which the moral value of responsibility forces into 

the background indirect benefits of appropriation. 


Actual distribution on the basis of labor forms only a part of the system of 
social guranteeing of the measure of labor and the measure of consumption 
ensuring a rise in the people's well-being through the increase of socialist 
property. Distribution on the basis of labor is effective only to the extent that 
it is based on something deeper than indirect material stimuli, motives and social 
factors of inclusion in social labor. As Comrade Yu.V. Andropov emphasis: 

"...It is important not only that good labor is well rewarded and receives 
worthwhile social recognition. It is necessary that the practice of material 

and moral rewards in combination with exemplary organization of labor supports 
and develops in people the consciousness of usefulness and need for their 

efforts and the products they put out. For it to establish finally the sense 

of their coparticipation in the affairs and plans of the whole collective and 

all the people. And this feeling mobilizes and disciplines more than any 
agreements and appea!s" (Andropov, Yu.V., "The Teaching of Karl Marx and Cer- 
tain Questions of Socialist Construction in the USSR."--KOMMUNIST, No 3, 1983, 

p 15). 











The central place in the system of stimuli of labor activity under socialism 
should be occupied by the feeling of being owner. This means that its growth, 
other conditions being equal, is determined by the effectiveness of participa- 
tion of workers in management, that is, through the development of collective 
forms of labor and production organization and growth of the role of collective 
interests in the socialist economy. A departure in significant measure is 
necessary from the obsolete form of individual inclusion in social labor and 
corresponding to it individual piecework and the development of collective 
forms of remuneration of labor based on a real participation of workers in 

man .gement. Only on this basis, with the hands of the worker collective can 
effective differentiation of wages regulated by socialist society as a whole 
be achieved. 


A serious influence on the whole problem of improvement of distribution rela- 
tionships is exerted by the specific nature of the present stage of development 
of our country as a stage of intensification of public production. 


The carrying out of socially, culturally and ecologically balanced intensifica- 
tion is a necessary basis of further improvement of the socialist system of 
developed socialism and its gradual transformation into a society of the com- 
munist type. At the same time, intensification of social processes on the 
basis of increased diversity of the conditions of individual development, 
expansion of the forms of collective activity and participation of the masses 
in management constitutes an important condition of the transition of the 
economy to the path of intensive development. 


Intensification of public production raises with special acuteness not only the 
problem of balancing the structure of sectors of the national economy, supply 
and demand in the consumer sector of the economy and so on. It requires that 
the structural balance of the national economy be reinforced tith the social- 
economic and institutional structure on the basis of development of various 
forms of interaction of nationwide, collective and individual interests. 


Current imperatives of intensification have a most direct relation to income 
distribution. In addition to strengthening of the system of social guarantees, 
measures aimed at strengthening the influence of distribution relationships 

on the rationalization of all economic life acquire a special significance. 
This presupposes in particular the operation of more rigid economic criteria 
of formation of that part of the income which is distributed over and above 
the socially guaranteed standard. 


The main problem here is the effect of distribution on increasing the economic 
responsibility of workers and labor collectives. Up to the present time, in 

a discussion of the problem of improvement of pay on the basis of labor, the 
predominating theme has been motivation of labor activity. Significantly 

less attention has been paid to economic responsibility, which is apparently to 
be explained by the fact that these two problems simply become identified. In 
reality, the functions of motivation and strengthening of economic responsibil- 
ity are significantly different. The methods and forms of their implementation 
are just as different (although, of course, interrelated). 





actually regulating the result aspects of workers’ participation in production 
work calls tor further spread of the brigade contract. Introduction of the 
practice of concluding contracts for overtime work and voluntary-assistance 
work would operate along the same iines. 


lt is very important that the development cf contractual relationships in 
this sphere fulfill a part of the general task now being resolved of trans- 
forming obligations stemming from contracts into the principal criterion for 
assessing the effectiveness of managerial activity on which the whore system 
of material stimuli of the socialist economy must be based. 


it goes without saving that the traditional aspects of contractual! relationships 
sn the sphere of labor also require serious improvement. We have in mind the 
development of mechanisms of release and redistribution of workers and the 
attainment of effective full emplovment of the population under the conditions 
ff antensification From our point of view, this requires in parti cular the 
release of management of associations, enterprises and institutions from the 
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Those economists who see the center of problems of wage improvement in attain- 
ing a most precise correspondence between individual contribution and remuner- 
ation to a certain degree lose sight of another, possibly more important, prob- 
lem. The system of pay according to labor should not passively note the exist- 
ing differences in the tevel of intensiveness of labor, conscientious- 
ness and ability of individual workers. Under present conditions, it should 
primarily promote leveling of labor activity at a higher leve! than today. The 
brigade experience convincingly shows that the joint interest of workers lies 
not so much in scrupulous differentiation of individual remuneration as in 

a rise of the general, more or less equally distributed earnings through col- 
lective control of the work of each person at an adequately high level of inten- 


Siveness. But this means that the success of one or another collective in 
boosting the labor activity of its members should be palpably expressed in 
higher income. In other words, the subject of differentiation in remuneration 


of labor should be not only and possibly not so much the individual as the 


, 


collective labor approach. 


The requirements of the present type of social-« -onomic development makes 
it possible to make the conclusion of a still another important direction 
of complex improvement of distribution relationships which encompasses in 


addition to wages and public consumption funds distribution of capital invest 
ment (production and nonproduction), commodities and the like among regions, 
sectors and social groups. These processes acquire a special significance 


n connection with transformation of the social infrastructure into a kind of 
base tor all spheres of consumption and life, determining the comparative et 
fectiveness of the various concrete directions and measures in the ftield of 
wages and public consumption funds 


This s due to the special role of the sectors of the social ntrastructure 
as the material-technical base of regional systems of reproduction of the 


Population and labor resources. 


Encompassing a wide range of demographic, social-cultural and economic-everyday 
processes, such systems provide for the needs of the national economy tor 


manpower of a certain quantity and quaiity and at the same time tor the reali- 


ration of a wide range of aims and values of socialist society connected wit! 
the all-round developent of the personality and improvement of the well-being 
tf the Soviet peopic This brings about the need tor significant activation 
mn the future of processes of generalization in the nonproduction sphere and 
ts transformation into a single complex of a regionally organized socia 
ntraset ructure 
The solut n f these questions does not require ndividua solut 1or the 
gistri put rT) ‘|T monetary income hut rather the « omprehens ve management of the 
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conditions) forming together with scientifically based consumption norms and 
ecological and town-planning parameters of building quality and the normative 
basis of regional and urban development. But such a standard can be provided 
by a more perfect mechanism than today's of distribution of outlays for social 
development in which the leading role would be played by regional organs. 
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INVESTMENT, PRICES, BUDGET AND FINANCE 


EXPERIMENT INSTRUCTIONS FOR PROFIT PAID TO STATE BUDGET 


Moscow EKONOMICHESKAYA GAZETA in Russian No 14, Apr 84 pp 17-18 


[Article under rubric "Methodologies for the Economic Experiment": "Settlements 
Between Enterprises and the Budget: Instructions Concerning the Procedure for 
Making Settlements With the Budget for Payments from the Profits Derived by 
Production Associations (Enterprises) of the Ministry of Heavy and Transpor- 
tation Machine-Building and the Ministry of the Electrical-Engineering 

Industry Which Are Participating in the Conducting of the Economic =xperiment. 
Approved by USSR Minfin, 19 October 1983, With Changes and Corrections as of 

23 March 1984." 


[Text] In conformity with decree No. 659 of the CPSU Central Committee and the 
USSR Council of Ministers, entitled "Additional Measures for Expanding the 
Rights of Production Associations (Enterprises) of Industry in Planning and 
Economic Activities and for Intensifying Their Responsibility for the Results 
of the Work," and the appropriate decrees of the USSR Council of Ministers, 
the production associations (enterprises) of the Ministry of Heavy and 
Transportation Machine-Building and the Ministry of the Electrical-Engineering 


Industry are changing over to conditions of an economic experiment as of 
01.01.84. 


This experiment provides for the intensificatiun of the self-interestedness 
of the production associations (enterprises)* in increasing the effectiveness 
of production, the prompt and complete fulfillment of the pledges to the 
budget, and also their responsibility in this matter. 


It has been established by this decree that the enterprises make payments 
from profits to the state budget independently (in a decentralized manner). 


USSR Ministry of Finance establishes the following procedure for settlements 
with the budget fo; the payments from the profits derived by enterprises 
and organizations that are subordinate to Mintyazhmash and Minelektroprom. 


1. Settlements with the budget for payments from profit are to be made 
directly by the enterprises. 





* Hereinunder production associations (enterprises) are called "enterprises." 
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2. The payments to the budget from profit consist of: 


-- payment for the fixed production assets and normed working capital (payment 
for assets), computed according to the procedure established by instructions 
issued by USSR Ministry of Finance and USSR Gosplan concerning the procedure 
for paying into the budget the payment for production assets; 


-- deductions to be paid into the budget from the computed profit on the 
basis of the approved norm list. 


3. The norm list for deductions to the state budget from the computed 

profit prior to the beginning of the year is developed and approved for the 
enterprise by the ministry or, on its instructions, by the industrial associ- 
ation simultaneously with the plan for economic and social development and 
the financial plan. 


The established norm lists are not to be changed or reapproved. 


4. When determining the planned balance-sheet profit of the enterprise (for 
all types of activity) that is subject to distribution, one deducts the 
profit derived by the subsidiary plots, as well as the profit which, in 
conformity with decisions of the USSR Council of Ministers, has a strictly 
earmarked mature and is used jn a special procedure*, including: 


~- profit from the sale of consumer goods and articles intended for production 
and technical purposes that are manufactured from production waste products, 
which profit is to be channeled into the consumer-goods fund in the estab- 
lished procedure; 


-- the profit left at the disposal of the enterprise for other purposes in 
the amounts established by decisions of the USSR Council of Ministers. 


5. The planned computed profit from which the payments according to the 
approved norm list are established is defined as the difference between the 
planned total of profit computed in conformity with paragraph 4 of these 
instructions and the total amounts of payment for production assets and 

of interest for bank credit, which amounts have been stipulated by the plan. 


6. In the financial plan (income and expenses balance sheet) of the enter- 
prise, the total amount of the balance-sheet profit and payments to the 
budget from profit (by types of payment) is established for the year, with 
numerical breakdown by quarters of the year. 


7. The ministries inform the all-union industrial associations** and enter- 
prises that are directly subordinate to them of the total amount of the 





* Hereinunder in the text of these instructions, the profit derived by 
subsidiary plots, as well as the profit which, in conformity with decisions 
of the USSR Council of Ministry, has a strictly earmarked nature, is called 
"profit that is to be used in a special procedure." 


**k Hereinunder all-union industrial associations are called "VPO." 
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planned balance-sheet and computed profit, the approved norm list for 
deductions to be paid into the budget from the computed profit, as well as 
the payments into the budget for production assets and the deductions from 
profit for the year, in the numerical breakdown of the quarters of the year. 
The VPO inform their subordinate enterprises of these indicators. Simul- 
taneously, the ministries, for the enterprises that are directly subordinate 
to them, and also for the VPO, send to the financial agencies at the places 
where the enterprises are located the statements concerning the interrela- 
tions with the budget for payments from profit on a form in accordance with 
Appendix 1 to these instructions. 


8. The ministries also communicate the planned totals of profit and payments 
to the budget to the administration of state income, USSR Ministry of 
Finance, for the VPO and the enterprises that are directly subordinate to 
the ministry. This information is submitted on a form as applicable to 
Appendix 2 of these instructions. 


9. The VPO submit to the administration of state income, USSR Ministry of 
Finance, composite registers of statements concerning interrelations with 
the budget for payments from profit for the enterprises that are subordinate 
to them in accordance with Appendix 2 of these instructions. 


10. In the statements concerning interrelations with the budget for payments 
from profit which are to be ser to the financial agencies at the places 
where the enterprises are located, using the form in accordance with Appendix 
1 to these instructions, the profit is indicated after deducting the 

profit derived by the subsidiary plots, which are carried on the balance 
sheet of the enterprise, as well as the profit that has earmarked purpose 

and is used in a special procedure. 


The submittal to the financial agencies of statements concerning interrela- 
tions with the budget for payments from profit for the individual enterprises 
is to be carried out in the scheme in accordance with Appendix 3 of these 
instructions. 


11. Enterprises for which payments of deductions from profit have been 
established by the plan are to make these payments to thk2 budget by the 10th, 
20th, and 28th of each month in the amount of one-ninth of the total amount 
of payments that has been established for the quarter. 


The financial agencies, upon coordination with enterprises having large 

payments for deductions from profit, can establish six payment deadlines: 

the 5th, 10th, 15th, 20th, 25th, and 28th of each month, in the amount of 
one-eighteenth of the total amount of the quarterly payment total, and 

for payers who have small amounts of payments, one payment deadline -- the - 
20th of each month in the amount of one-third of the quarterly total. 


12. In the event that the ministries and VPO change, in the established 
procedure, the plan for profit and the payment into the budget of deductions 
from profit for their subordinate enterprises, the refined totals in the 
plans are reported to the financial agencies in the same procedure that was 
used for reporting the payments for the initial plan, that is, the 
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appropriate financial agencies are sent statements concerning the interrela- 
tions with the budget for payments from profit and composite registers are 
submitted in the procedure that has been established by paragraphs 7-9 

of these instructions. 


13. A change in the plans for payments to the budget from profit is to be 
reported within the following deadlines: 


-- by ministries to VPO and to enterprises that are directly subordinate to 
them, and the appropriate financial agencies, within seven days after 

the date of receipt of the statement concerning the change in the income 
and expenses balance sheet for the ministry; 


-- the VPO to the enterprises subordinate to them and the financial agencies 
at their place of location, within seven days after the date of receipt from 
the ministry of the statement concerning the change in the income and 
expenses balance sheet. | 


In the event of an increase in the plan for payments to the budget of 
deductions from profit, the additional amount of payments that is due for 
the expired periods of time is to be paid to the budget by the enterprises 
within five days from the receipt by the payer of the changed plan for 
payments or by the financial agency of the refined statements concerning the 
interrelations with the budget for payments from profit, in accordance 

with Appendix 1 to these instructions. 


In the event of a reduction in the plan for payments, after the expiration 
of the individual deadlines for payment, the total amount of the decrease 
that is owed for the elapsed periods of time is included in the next payment 
or, in the event of the existence of a written statement, is returned to 

the payer. 





14. The total amount of deductions to be paid to the budget from profit 
are computed for the appropriate chapters of Section 2 of the classification 
of income for the union budget and the republic budgets. 


The responsibility for the correct computation and prompt payment of the 
amounts payable to the budget and for the submittal to the financial agencies 
of the established reports is borne directly by the enterprises. 


16. In the event of tardiness in making payments from profit to the budget, 
a penalty is computed from the total amount of the arrears. The penalty 

is in the amount of 0.05 percent for every day of tardiness, beginning with 
the day following the payment deadline, through the day of actual payment. 


17. Enterprises that operate in accordance with the Statute Governing the 
Socialist State Production Enterprise are required, within the established 
procedure and within the established deadlines, to submit to the rayon or city 
financial departments at their place of location quarterly and annual book- 
keeping reports and balance sheets, as well as settlements involving 
deductions to be paid into the budget, proceeding from the actual computed 
profit on the form in accordance with Appendix 4 to these instructions, on the 
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basis of which the quarterly and annual recomputations of payments to the 
budget are made. The computation of the payments to the budget on the basis 
of the actual computed profit is made in a cumulative total from the beginning 
of the year. 


18. The profit based on the enterprise's report balance sheet for all types 
of activity is considered to be the actual profit. 


When defining the actual profit to be distributed, one computes: 


-- the profit to be used in a special procedure, which is indicated in 
paragraph 4 of these instructions; 


-- the additional profit (total amount of markups to wholesale price), obtained 
from the sale of new, highly effective output and output intended for technical- 
production purposes, to which the state Quality Seal has been granted; 


-- the total amount of additional proceeds obtained as a result of the over- 
estimation of the established prices and the violation of the existing pro- 
cedure of price determination, which amount is to be paid, in the established 
procedure, by the enterprise into the income of the budget and is not to 

be included in the report data concerning the fulfillment of the plan for 
sale of output; 


-- the additional profit obtained in individual instances by the enterprise 
as a result of the production of output that deviates from the standards and 
specifications, which profit is to be paid to the income of the budget and 
is not to be included in the report data concerning the fulfillment of the 
plan for sale of output. 


At such time the total amount of additional proceeds that is obtained as a 
result of the overestimation of the prices and tariff rates and that is to be 
paid into the income of the state budget is deducted from the actual profit 
for the report period in which the decision was received to pay that amount 
to the budget, irrespective of the period in which that occurred. The same 
procedure is to be used to adjust the actual profit by the amount of 

profit from the sale of output that has been manufactured with deviations 
from the standards and specifications; 


-- the total amount of additional profit obtained from the carrying out of 
technical-organizational measures and that is channeled into the compensation 
of the shortage of the enterprise's own working capital or the paying off of 
credit received for that purpose, on assignments that have been given by the 
ministry or VPO. 


At such time the excluded additional profit is defined as the difference 
between the actual (reduced by the profit to be used in a special procedure) 
and planned (without the additional assignment or the profit to be used in 
a special procedure) balance-sheet profit, but no more than the total of the 
additional assignment; 


-- the profit to be used in e special procedure in conformity with individual 
decisions of the USSR Council of Ministers. 
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In the event of nonfulfillment by the enterprise of the conditions that 
grant the right to leave the profit at its disposal (in conformity with 
paragraph 4 of these instructions), that profit is to be distributed in the 
generally established procedure. 


For enterprises that have as part of their makeup subsidiary plots that operate 
at a planned loss, the balance-sheet profit must not be increased by the 
amounts of the planned or actual losses of those plots within the plan limits. 
In these instances the balance-sheet profit is to be increased only by the 
amount of losses in excess of plan. 


19. When determining the actual computed profit from which payments are to 

be deducted for payment into the budget on the basis of the approved norm 
list, one deducts from the actual balance-sheet profit (paragraph 18 of these 
instructions) the actual total amounts of payment for production assets and 
of interest for bank credit. 


The computation of the actual total amount of payment for production assets 
is made every quarter on the basis of the computations of the payment into 
the budget for fixed production assets and and normed working capital, which 
computations are prepared by the enterprises on the form in accordance with 
Appendix 1 to the instructions of USSR Ministry of Finance and USSR Gosplan, 
No. 195, dated 30.11.79. 


However, a saving on payment for production assets that results from non- 
fulfillment of the approved plan for activation of fixed assets, production 
capacities, and projects, is not taken into consideration when determining 
the actual computed profit and is subject to payment to the budget. 


One also deducts from the actual computed profit: 


a) the total amounts of bonuses to be paid on the basis of the results of the 
All-Union Socialist Competition; 


b) additional deductions to be paid into the material incentives fund for in- 
creasing the production of consumer goods per ruble of wage fund. 


20. In the event of fulfillment and overfulfillment of the profit plan (except 
for the profit to be used in a special procedure), the actual computed profit 
of the enterprise is channeled into: 


-- deductions to be paid to the state budget according to the approved norm 
list (no less than the total amount of payments that has been stipuiated in 
the income and expenses balance sheet); 


-- the actual deductions and expenditures for the enterprise's own needs, 
which have been stipulated by the existing statutes governing the distribution 
of profit for enterprises of Mintyazhmash and Minelektrotekhprom. 


In the event of insufficiency of the sources that have been defined by the 
existing statutes for making deductions to be paid into the material incentives 
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for fulfillment of the assignments and pledges for shipments of output 
according to the products list (variety) and within the deadlines in con- 
formity with the concluded contracts (production orders), those deductions 
are made at the expense of the reduction of the deductions to be paid into 
the budget from profit (in necessary instances, the payment for production 
assets). 


21. For enterprises for which the plan has not stipulated any norms for 
payment to the budget from the computed profit, the actual compute profit 
remaining after it has been channeled into the expenditures that were stipu- 
lated by the financial plan and the additional deductions to be paid into 
the economic incentive funds is distributed equally between the budget and 
the enterprises. 


The saving from the reduction of the losses for enterprises operating at 
a planned loss which have incurred losses below the plan is distributed in 
the same procedure. 


22. In the event of underfulfillment of the plan for balance-sheet profit 
(with the exception of the profit to be used in a special procedure) up to 
2 percent, the deductions from profit for payment into the budget are made 
within the established planned amounts at the expense of the corresponding 
reduction in the profit remaining at the disposal of the enterprise. In 
the event of nonfulfillment of the profit plan in large amounts, the deduc- 
tions to be paid into the budget are computed according to the established 
norm list and are increased by payments according to the norm list within 
the limits of the 2-percent nonfulfillment of the plan for balance-sheet 
profit. 


23. In addition to the payments from profit, the following is channeled into 
the budget: 


-- part of the additional profit obtained by the enterprise from the sale of 
new, highly effective output intended for technical-production purposes 
and output with the state Seal of Quality. 


These payments are determined in the amount of 50 percent of the additional 
profit from the sale of that output that remains after it is channeled in 
the amount of up to 70 percent to the economic incentive funds. 


At such time, from the total amount of additional profit to be paid to the 
budget the enterprises contribute: 


-- 10 percent to the city or rayon budget at the enterprise's place of 
location or, on the decision of the ASSR Council of Ministers, or executive 
committee of the kray or oblast Council of People's Deputies, to the republic 
budget of the ASSR, or the kray, oblast, or okrug budget*; 





* The procedure for paying into the income of the local budgets part of the 
additional profit from the sale of new, highly effective output and output 
with the state Seal of Quality has been made known to the ministries and 
departments of the USSR and union republics, as well as the financial agen- 
cies in USSR Ministry of Finance letter No. 113, dated 08.06.81. 
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-- 90 percent of that amount, to the union budget; 


-- 75 percent of the actual profit obtained by subsidiary plots that are 
carried on the balance sheet of the enterprise, based on the results for the 
year. 


Examples of the computations of deductions to be paid into the budget from 
the computed profit according to the established norm list are given in Appen- 
dix 5 to these instructions. 


24. The total amounts of deductions from profit, which were additional- 
ly computed by the enterprises themselves, proceeding from the actually 
obtained profit, are deposited by the payers <o the income of the budget, 
without waiting for any information provided to the financial agency, 
within the following deadlines: 


-- for quarterly settlements, within a five-day period after the day 
established for sumitting the bookkeeping reports and balance sheets; 


-- for annual settlements, within the deadlines established by the financial 
agencies with the coordination of the appropriate enterprises, but no 
later than 1 April of the year following the report year. 


If it is established by the financial agency, as a result of checking 

the settlements based on payments from profit, that the payments of deduc- 
tions from the profit are to be paid into the budget in a larger sum than 
was indicated in the payer's settlement, the payment into the budget 

of the additionally due payments based on the quarterly recomputations 

are made within a five-day period from the day on which the financial 
agency sent out the announcement concerning the additional payment, and 
the penalties are computed after the expiration of a five-day period 

from the day established fcr the submittal of the balance sheet and report. 


25. When making settlements with the budget on the basis of the profit 
obtained by scientific-research, designing, construction planning-and- 
designing, and technological organizations of Mintyazhmash and Minelektro- 
tekhprom, one must be guided by USSR Ministry of Finance letter No. 38, 
dated 25.02.81. 


26. The rayon and city finance departments at the place of location of the 
enterprises are required: 


-- to carry out supervision of the prompt and complete payment by the 
enterprises of payments to the budget from the profit which are due in 
accordance with the plan or with the computations, proceeding from the actual 
profit, and also in accordance with the results of audits of the bookkeeping 
reports and balance sheets. In the event of nonpayment of the proper 

amounts to the budget within the established deadline, the amounts due are 

to be exacted in an undisputed procedure; 


-- to check the computations submitted by the enterprises for payments for 
profit within the following deadlines: 
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-—— quarterly, within a five-day period; 


-- annual, within a 15-day period from the date of receipt of the bookkeeping 
reports and halance sheets. 


If there is a need to require the enterprise to submit additional materials 
for the purpose of c: :cking the correctness of the computation of the 
payments to the budget from profit; 


-- for purposes of checking the correctness of the determination of the 

profit indicated in the bookkeeping reports and balance sheets of the enter- 
prises, as well as the total amounts of payments from profit, [the enterprises 
are required] to carry out an audit of the annual bookkeeping reports and 
balance sheets of all enterprises and organizations. 


This check is carried out in conformity with the instructions of the USSR 
Ministry of Finance, entitled "Procedure for Conducting an Audit of the 
Bookkeeping Reports and Balance Sheets of Production Associations, Enter- 
prises, and Organizations," No. 112, dated 19.08.83, apart from Section 
XIV, "Formalization of the Results of the Audit," with the mandatory 
checking of the correctness of the deductions from profit to be paid into 
economic incentive funds. 


For enterprises whose profit according to the plan for the year comes to 
as much as 30,000 rubles, the audit of the bookkeeping reports and balance 
sheets is done at least once every two years. 


If, as a result of the audit, the profit of the enterprise or organization 

is increased or it is revealed that there has been an overestimation of the 
total amounts of the profit to be deducted for payment to the economic incen- 
tive funds and to other special funds that are formed at the expense of 
profit, all the amount of increase in profit and the overestimation of the 
deductions to the funds must be paid to the budget within a five-day period 
from the day of preparation of the audit document, with a reflection in the 
accounting for credit on account 73. "Settlements With the Budget" in the 
correspondence with accounts, respectively, 80, "Withdrawn Funds At the 
Expense of Profit," and 87, “Economic Incentive Funds." 


In the computation of the deductions to be paid to the budget from the actual 
computed profit, this increase in profit is not taken into consideration. 


In conformity with the Statute Governing Bookkeeping Reports and Balance 
Sheets, the financial agencies are required to communicate to the enterprises 
their comments concerning the bookkeeping reports and balance sheets no 

later than 15 days after their receipt at the financial agencies. 


In the event of differences of opinion with the enterprises*with regard to 
the results of the audit of the annual bookkeeping reports and balance 

sheets that has been carried out by the financial agencies, those differences 
of opinion, after their careful consideration by the managers of the rayon 
and city financial departments within a 15-day period after the date of 
receipt of the reports at the financial agency, must be sent to the superior 
organization that approves those reports. 
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If the agencies that approve the bookkeeping reports and balance sheets 
fail to report to the appropriate financial agencies within ten days after 
the receipt of their recommendations concerning their failure 

to agree with them, the recommendations are deemed to be accepted. 


In the event of nonacceptance by the superior organization of the recommenda- 
tions made by the financial agencies, and those recommendations are sub- 
stantiated by the existing statutes and directive instructions, the rayon 
and city financial departments, within three days after the receipt of the 
objections from the superior organizations, send the materials concerning 
the differences of opinion to the appropriate kray or oblast financial 
administrations (departments) or to the ministries of finance of the union 
republics (which are not subdivided into oblasts) or autonomous republics, 
and the latter, after carefully verifying the substantiation of the 
requirements from the rayon and city finance departments, within a three-day 
period send those materials with their findings to the administration for 
the financing of machine-building, of the USSR Ministry of Finance. 


The same procedure is used for sending the materials pertaining to differences 
of opinion concerning the audits that have been carried out by the financial 
agencies after the expiration of a 15-day period following the date of 

receipt of the reports at the financial agency. 


Changes to the reports are made: 


-- if there are no differences of opinion, in the same month in which the 
audit was carried out; 


-- if differences of opinion exist, in the month in which the decision 
was made concerning the correct; 


-- within a 40-day period after the date of receipt of the bookkeeping 
reports and balance sheets, [the enterprises are required] to carry out an 
analysis of the economic-financial activity of the enterprises that failed 
to guarantee the fulfillment of the plan for the basic production and 
financial indicators. 


The list of enterprises for which an analysis of the balance sheet must be 
carried out, and the questions that are to be analyzed, as well as the 
report period for which the audit is to be conducted, are established by 
the administrators of the financial agencies. 


When carrying out the analysis of the economic-financial activity, it is 
necessary to be guided by the Methodological Instructions for Analyzing 


the Economic-Financial Activity of Production Associations and Enterprises 
of Industry, which were made known by USSR Ministry of Finance letter No. 
66, dated 02.06.82. 


When analyzing the economic-financial activity of the enterprises, it is 


necessary to devote special attention to the reliability of the planning 
and reporting data; 
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narrowly speciaiizgec erterprise which more often than others neecs to use the 


services of workers in closely allied fields; it is they who provide it with 
Castings, forgings, stampings, items made of piastic, and individua. assemblies 

d parts. Moreover, a trend is now appearing toward the gradua., reiative de- 
crease in the use cf raw materials and other materia.s, while, at the same time 
increasing the proportion of semi-finished goods, ingots, and other parts cof 
items. There are no ground= for supposing that this trend will change in the 
future. 


Production cooperation has its own specific traits. Its principal object isa 
technically unfinished product which practicaily excludes the possibility of 
its being replaced by another one and sharply narrows the circle of consumers. 
Such a trait requires a specific method of planning, a particular procedure for 
regulating the legal relatiors between suppliers and consumers, as well as the 
presence of a special sub-division singled out from the general administrative 
machinery by the processes of production and material-technical supply. These 
criteria, however, do not set cooperation in opposition to other forms of ex- 
change but merely underscore the natural, specific traits of the given ecoro- 


mic process. 


The constant deepening of specialization and the rapid development of produc- 
tion ties in machine building require an examination of the question cf how ef- 
fectively this process is taking place and whether its answers the present-day 
tasks of efficiently utilizing material, labor, and other resources. 
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t, of course, such trends in the development of cooperation do not corres- 
ponc to the present-day ievel of the development of machine buiidings. There- 
re, the lLLowing question suggests itself: what otliges the managers of en- 


terprises to turn aside from production cooperaiion, to create and develop 
manufacturing capacities which are inappropriate and quite unprofitable for 


cooperating entercfrises must work in constant contact with each other and ef- 
fect coordinate their engineering specifications; they should also cor- 
duct. tests and transmit fittings, blueprints, and materials to each other. 
° + 


With workers in closely allied fields located in direct proximity, whereas 
having suppliers located at a considerable distance cancels out the very idea 
of cooperation. The development of intra-sectorial ties has been brougni 
about by the requirements for a specific product the production of which in 


other cectors has been complicated by varicus types of reasons. Inter-sectori- 
a. cooperation encompasses items with a broader field of application and usual- 
ly involves the interests of enterprises under the jurisdiction of many mini:- 
tries and departments situated within a single economic region. 


Comparative analysis of the developmental trends of ‘hese two iypes of coopera- 
tion shows a clear predominance cf the intra-sectorial. Moreover, its specific 
proportion is steadily increasing. In 1975 the proportion of cast iron within 
the total volume of covuperative deliveries amounted to &3 percent, while dur- 
ing the past year this figure had already reached 85 percent. 
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-sectorial ties are marked by a large degree of stability, both 
volumes as well as to the number of consumers, and are carried 
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Out dasically within the repubiic, the intra-sectorial ties are carried out by 
means of inter-republic, mainly long-distance, deliveries. Seventeen years 
ago .ess than 29 percent of tne cast iror was delivered beyond the borders of 
tne republic “n accordance with intra-sectorial ties. But today this figure 


has already reached 40 percent. 


al trends of tne development of the territorial-sectcrial structure 
ation within the republic are clearly seen in the example of the 
supplier of cast iron--the Kaunas Tsentrolit Foundry. During the mid- 
t was shipping out 27 percent of its products to its customers in ac- 
th the plan for inter-sectorial cooperative deliveries, as approved 
by USSR Gossnab. The remaining volume: of production output was accounted for 
intra-sectorial ties, as approved by the Ministry of the Machine Tool and 
ling Industry. Now these indicators have abruptly changec in favor 
latter: within the over-all growth in the volume of cooperative deli- 
veries--amounting to 75 percent--intra-sectorial deliveries nave doubled, 
while inter-sectorial ones have increased ty only 11 percent. The specific 
proportion of intra-sectorial deliveries, which was predominant even earlier, 
nas increased up to 83 percent, whereas the inter-sectorial ones have declined 
accordingly. 
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The steady increase in the production output of machine building has led to in- 
creased demands for all types of castings. And, since the volumes of intra- 
republic are declining due to the ever-increasing scale of shipping items be- 
yond its borders, the enterprises are compelled either to step up their own 
production or attempt to obtain castings through cocperative ties from other 
economic regions. As a result, the volume of cast iron shipped into the reput- 
lic from 1975 through 1982 almcst dcubled, primarily by means of intra-sectori- 
al deliveries. 


The balance-sheet indicates that the produc*tior of cast iron in Lithuania con- 
siderably exceeds its consumption. Along with this, there has teen a steady 
increase in its import from beyond the republic’s borders. At the same time 
there has been an increase in the specific proportion of deliveries to other 
regions in the country. The principal reason for this situation, so difficult 
to explain from the viewpoint of common sense, lies in the fact that intra- 
sectorial deliveries have developed by proceeding not from integrated national- 
economic interests but rather from the numerous machine-building ministries, 
which do not coordinate their own actions. 


Thus, last year those enterprises of the Ministry of the Machine Tool and Tool 
Building Industry, the Ministry of the: Automctive Industry, and the Ministry 

of Chemical and Fetroleum Machine Building which are located on the territory 
of the republic delivered almost 40,000 tons of cast irons tc other eccnomic re- 
gions. At the very same time plants of the Ministry of the Flectrical Equip- 
ment Industry, the Ministry of Machine Building for Light and Food Industry and 
Household Appliances, the Ministry of Tractor and Agricultural Machine Building, 
and the Ministry of Machine Building for Animal Husbandry and Fodder Production 
shipped in more than 8,000 tons of analogous products. 


eT 


t should be noted that the deliveries are basically carried out over gr«at 
distances: two-thirds of the cast iror being shipped beyond the borders of 
the republic passes over a distance of more than a thousand kil:meters. A 
Similar large distance is traversed by cast iron being delivered from cthner 
reyions. 


From what has ieen said one could draw the conclusion that cooperation in ma- 
cnine building is develvping predominantly in the direction of two-way, inter- 
republic deliveries, an increase which is unjustifiable from an economic and 
technical point of view. For the most part, these sre irtra-sectorial deli- 
veries with a simultancous decrease of the intra-reputlic, inter-sectorial 
ones. Such trends are especially undesirable for economic regions which do 
not have their own metallurgical bases. 


For example, from Tula Oblast to Lithuania, which are more than 1,000 kilome- 
ters distant from each other, over 100,COO tons of cast iron are shipped every 
year. Thus, there are beginning tw appear double, two-way deliveries, whereby 
raw material is snipped into the republic, and cast iron is made from it, 
which is then shipped out to other regions at considerable Cisiances. 


The comprehensive program of scientific and technical progress provides that 
in the very near future the volume of machine~-building production output in 
this republic will increase by a factor of 2.2. One ot the principal trends 
for increasing the effectiveness of machine-tuiiding production is tecoming 
the further deepening of specialization. This will invariably entail a cur- 
responding increase in the consumption of products being supplied in accor- 
dance with cooperative ties. 


Forecasts indicate that the consumption of cast iron will increase by a factor 
of almost 1.7 by the beginning of tne next millenium. If the existing proce- 
dure for forming cooperative ties remain: unchanged, the volume of two-way de- 
liveries will increase at a rapid pace. Therefore, in order *o guarantee de- 
liveries beyond the borders of the LiSSR, cast iron capacities in the republic 
will have to be doubled with a corresponding increase of shipping metallurgi- 
cal materials in from other economic regions. But tne specific proportion of 
intra-republic deliveries of cast iron will decrease by almost one-third. 


Inasmuch as the retention in its present form of the existing procedure for 
planning and organizing cooperative deliveries will lead to a significant de- 
crease in theic effectiveness and an increase in unjustified expenditures, the 
necessity arise. of searching out new ways to form tne entire complex of co- 
operative ties. In order to do this, it is necessary to eliminate the contra- 
diction which has taken shape between the developmental trends of production 
cooperation and the system of planning-and-organizationai methods which en- 
suce its improvement. ‘The steady increase in the specific proportion ci items 
obtained through cooperation and the relative decrease in the specific pro- 
portion of raw materials and other materials within the over-all structure of 
expenditures must be accompanied by appropriate change in the methods of pro- 
viding the resources necessary to industry. 


If the supply-and-sales organizations, in order to obtain raw materials and 
other materials, attach enterprises to suppliers in a centralized procedure 
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regardless of their sectorial jurisdiction, cooperative ties in an economic re- 
gion are formed in a spontaneous, unplanned manner. The territorial organs of 
USSR Gossnab carry out only accounting and monitorirg controls on the deli- 
veries in accordance with the plan- of irter-sectorial cooperation, which wi- 
thin the over-all volume comprise an insignificant and steadily declining 
portion. 


In general, the intra-sectorial deliveries in economic regions are not coor- 
dinated by anyone and are not even accounted i 2r statistically. In our opi- 
nion, an increase in their effectiveness can be attained by a complex of mea- 
sures promulgated in two sequential stages. First, we must improve the exist- 
ing system of accounting, planning, and organizing cooperative deliveries. 
Atove all, it is necessary to put the accounting of these deliveries into or- 
der, and this will provide a good possibility for working out top-notch balan- 
ces between production and guaranteeing consumers the appropriate types of 
products. 


In order tc reduce the distances over which deliveries are carried out, the 
Gossnabs of the Union republics and the territcrial main administrations, by 
means of comparing the production costs at the region's enterprises with the 
outlays for obtaining products from other regions, cught. tc determire the maxi- 
mum allowable radii for cooperation and communicate these data to the appropri- 
ate planning organs. This will allow us to substantially reduce inetficient 
hauls. 


We cannot recognize as normal the fact that our system does not have every- 
where independent sub-divisions, concerned with the problems of production co- 
operation in a region. And where they do exist they perform only accounting 
and monitoring control functions rather than exerting any kind of influence on 
the structure of cooperative ties. 


The work which we are carrying out allows us, by relying on commonly accepted 
methods, to improve in a limited degree the system of accounting, planning, and 
organizing cooperative deliveries within an economic region. However, this is 
not enough to fully overcome the objectively existing contradiction tetween the 
developmental tendencies of the cooperation process and the system of planning- 
and organization measures ensuring it. 


The main thing is that at the present time there are no Links Letween the 
production-and-technical interests of the enterprises of various sectors lo- 
cated within the borders of a single economic region. Thus, the cortradiction 
between the sectorial and territorial apprcaches to the solution of this prob- 
lem have not been completely overcome. 


In our opinion, further improvement of cooperative ties in machine building re- 
quires that their formation be the concern of our system's territorial organs 
regardless of the sectorial jurisdiction of the suppliers and consumers. More- 
over, the determination of the production volumes and the over-all volumes of 
inter-republic deliveries should be carried out by the planning organs, while 
the establishment of direct, cooperative ties between the suppliers and the 
customers, as well as the implementation of the celivery process should be done 
by the territorial organs of USSR Gossnab. 
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An important cordition for the efficient performance of these functions is the 
availability of complete information about the actual course of cooperative de- 
liveries as well as the possession of the rights to +ffectively regulate deli- 
veries: and impose fines on suppliers in case they violate their obligations. 
This is possibile only if we have contractual relations with customers and sup- 
pliers. [In our opinion, therefore, it would Le expedient to set up cost- 
accounting administrations for cooperative deliveries within the territorial 
organsof material-technical supply. ‘They should discover the assortment needs 
of the enterprises for products in accordance with the plans for cooperative 
deliveries, allocate the orders in a centralized manner and attach suppliers 
to customers, as well as working cut efficient schemata of cooperative ties. 


As a result of the organizational re-structuring which is being proposed, the 
schene for furming cooperative ties will be simplified considerably, since 
these functions will be concentrated in a single cost-accounting orgar. The 
Pathway through the requisition documentation will become considerably simpler, 
the rmmber of levels for working out the plan will be reduced, and--most impor- 
tantly--instead of a series of independently compiied and approved plans for 
cooperative deliveries, a unified plan will be put into operation; it will 

link up the sectorial and territorial interests of various enterprises, allow- 
ing us to ensure the efficient loading of capacities within an economic region. 


Setting up such an organ does not require any additional increase in the num- 
ber of persons employed in the administrative machinery. It will be formed by 
means of the workers of the cost-accounting, specialized, supply-anc-sales sub- 
divisions; at the present time they are responsible for ensuring the production 
of items for general machine-building use. Also to be included are workers 
from the departments of cooperative deliveries of industrial enterprises who 
have beer freed up in connection with the transfer of part of the duties of 
these departments to the new, cost-accounting administraticn. 


The proposed organizational re-structuring should not be thought of as a rou- 
tine change in the structure of the USSR Cossrab organs. This is a qualita- 
tively new Link in the general state system of material-technical supply, ca- 
pable of ensuring a closer production-technicai cooperation among the machine- 
building enterprises of an economic region, of hampering the intensification 
of narrowly departmental trends in the development of cooperation and perform- 
ing a role of an economic mechanism, new in principle, for forming cooperative 
ties. The given measure would allow us, by means of organizational factors 
alone, to raise the level and enhance the importance of cooperation in the eco- 
nomic region. 


Of course, this does not exclude other organizational forms of solving this 
serious, All-Union problem, which requires more persistent attention by spe- 
Cialists and scholars. 


COPYRIGHT: Izdatel'stvo “Ekonomika", "Material ‘'no-tekhnicheskoye snabzneniye", 
1984 
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ECONOMIC MODELING AND COMPUTER TECHNOLOGY APPLICATION 


FEDORENKO REVIEWS ECONOMIC MODELING DEVELOPMENT 


Moscow EKONOMIKA I MATEMATICHESKIYE METODY in Russian No 1, Jan-Feb 84 pp 18-27 


/article by N. P. Fedorenko, Moscow: "Ways of Development of the Economic- 
Mathematical Direction of Soviet Economic Science"/ 


[Text/ The June (1983) Plenum of the CPSU Central Committee set the task of 
attaining a much higher level of ideological-theoretical work in the field of 
social and, primarily, economic sciences and of the work of scientific insti- 
tutions and of every scientist separately. "There is a need for a decisive 
turn to the realistic and practical tasks that life sets for our society. 
Social sciences should become efficient helpers of the party and the entire 
nation in the accomplishment of these tasks to the same extent as natural 
sciences" /Yu. V. Andropov, "Izbrannyye rechi i stat'i" (Selected Speeches and 
Articles), Moscow, Politizdat, 1983, p 285/. 


The high requirements that the party places upon economic science are generated 
by the need for a planned and all-around improvement in developed socialism 
and the organization of public production management. 


According to Marxist methodology, a higher level of development of productive 
relations of socialist society, which also involves changes in the management 
system, should correspond to the new stage in the development of productive 
forces. What are the new factors inherent in the productive forces of our 
society at the present stage? 


First, the extremely high mobility of the production process expressed in its 
rapid reorganization under the effect of the achievements of scientific and 
technical progress in the area of development of new technologies and prod- 
ucts. The dynamic nature of production requires a more flexible planning and 
management, an efficient maneuvering of resources and finer tools for the 
study of needs. 


Second, in connection with the increase in the scale and complexity of pro- 
duction the role of strategic decisions in the totality of economic tasks 
rises. Large investments in different spheres of the national economy and in 
the development of the infrastructure not only increase the time lags between 
the moments of adoption of economic decisions and the derivation of economic 
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results, but also determine the country's general production and economic ap- 
pearance for a long period. This circumstance intensifies the importance of 
scientifically substantiated long-term planning for 10 to 15 years. The pre- 
paration of the Food and Energy programs has been a major contribution to the 
accomplishment of this task. The methods of development of an overall prog- 
ram for scientific and technical progress for a 12-year period require a fur- 
ther improvement. It is necessary to increase the role of this document in 
preplan substantiations of long-term decisions on the productive forces of 
developed socialist society. 


Third, the significant rise in the cost of a number of key types of primary 
resources and the aggravation of the problem of environmental protection have 
changed the ideas on the efficiency of the production apparatus. The very 
content of scientific and technical progress has become different. Instead 

of the previously predominant type of development aimed mainly at the replace- 
ment of live labor with productive capital and at the rise of the capital- 
labor and power-worker ratio, the innovations that, along with this, ensure 
the saving of power and natural resources, overall processing of raw materials 
and development of low-waste technologies minimizing environmental pollution 
acquire fundamental importance. For the realization of the modern type of 
scientific and technical progress it is necessary to construct criteria of 
selection of variants of economic decisions, which include not only an over- 
all economic evaluation of the entire combination of utilized production re- 
sources, but also social priorities. 


Fourth, the present level of development of productive forces places special 
demands upon the “human factor." Complex equipment calls for high skills on 
the part of the worker and the constant changes in production brought about 

by scientific and technical progress generate the need for mastering new know- 
how and methods of work. The realization of these tasks is possible only if 
workers have a high level of education, Under the conditions of socialism the 
content of labor, its creative nature and creation of conditions for an ex- 
tensive manifestation of man's abilities occupy the first place among the mo- 
tives of effective labor activity. Production automation, where it is devel- 
oped, undertakes, as a rule, the performance of monotcnous, routine operations, 
freeing man for creative work, The problem of mechanization and automation of 
production processes has now been raised to a general state level. In its 
nature it is a multiaspect problem. Both problems of economic efficiency and 
social problems are closely interwoven in it, that is, satisfaction with labor, 
establishment of an efficient connection between the quantity and quality of 
labor and its remuneration, steady implementation of the policy of full em- 
ployment and strengthening in workers of socialist enterprises the sense of 
being "coowners" of public property. 


The speech by Comrade Yu. V. Andropov, general secretary of the CPSU Central 
Committee, at the June (1983) Plenum of the CPSU Central Committee formulated 
the basic problem points in the development of economic science at the present 
stage: establishment of an efficient mechanism of management of scientific 
and technical progress; selection of the most reliable ways of increasing 
production efficiency and the quality of output; development of principles of 
a scientifically substantiated price formation; improvement in distribution 
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relations. The efforts of economic scientists must be directed primarily to- 
ward the accomplishment of these tasks. Specialists engaged in economic-math- 
ematical modeling and in the establishment of the system of optimum national 
economic management can and should have their say here. 


The very idea of the possibility of utilization in the socialist national e- 
conomy of methods of optimum planning and management based on modern means of 
economic-mathematical modeling and on an extensive utilization of computers 
is the direct result of the prolonged development of Soviet economic science. 
The advancement of such an idea has become possible as a result of the accu- 
mulation of the big theoretical "luggage," as well as the practical experi- 
ence in the formulation and accomplishment of economic tasks of a varying 
degree of community, and the combination of economic science with mathematics 
and cybernetics. 


Academician Vasiliy Sergeyevich Nemchinov, whose 90th birthday is on 15 Jan- 
uary 1984, has an outstanding role in the formation and development of the 
economic-mathematical direction in Soviet economic science. Together with L. 
V. Kantorovich and V. V. Novozhilov he established the theoretical basis for 
the new scientific direction, 


V. S. Nemchinov made a significant contribution to the development of the 
methodology of economic-mathematical modeling and actively applied model tools 
in the study of problems of socialist expanded reproduction. To this day his 
fundamental work "Obshchestvennaya stoimost' i planovaya tsena" /Public Val- 
ue and Planned Price/ remains a striking example of a successful combination 
of a profound political-economic analysis with the utilization of quantitative 
research methods. It must be admitted that by no means everything from his 
rich creative legacy f/1/ has been properly developed in the works of his stud- 
ents and followers. 


The organic combination of theoretical developments with a spirited response 
to urgent problems of economic development raised by life is the inalienable 
trait of V. S. Nemchinov as a scientist and citizen. His work "Sovershenst- 
vovaniye planirovaniya i upravleniya narodnym khozyaystvom" /Improvement in 
National Economic Planning and Management/ /1, Vol 5/, whose many principles 
were embodied in the course of preparation for and realization of the econ- 
omic reform of 1965, evoked great interest at one time. 


Vasiliy Sergeyevich invested a great deal of effort and energy in the organi- 
zational formulation of economic-mathematical research, on the basis of which 
a major direction within the framework of economic science has been formed in 
our country in the last two or three decades. A number of specialized scien- 
tific institutions have appeared. Faculties and departments of economic cyb- 
ernetics have been established in the country's higher educational institu- 
tions. Apparently, there are grounds for reviewing some results of the de- 
velopment of theoretical and methodological problems in the optimum function- 
ing of the socialist economy and modeling of the economic mechanism, methods 
and models of overall national economic planning and forecasting, methods of 
optimum planning and management in regions, sectors, associations and enter- 
prises and software for the solution of corresponding problems. On the whole, 
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the economic-mathematical direction is firmly based on the Marxist-Leninist 
economic theory and is applied both in theoretical and applied research in 
accordance with the needs of public practice, 


The nature of the tasks facing scientists, who develop the system of optimum 
national economic management and planning, and the complexity and novelty of 
many problems arising in connection with this require a search for the most 
efficient ways of accomplishing them and a corresponding concentration of the 
efforts of scientific workers. Often, however, a dissipation of forces among 
collectives of scientists, who investigate very close problems in an insuffi- 
ciently linked manner, is observed. Sometimes princ:.pal attention is concen- 
trated on relatively secondary matters, whereas certain urgent problems do 
not receive a prompt and proper response. In the light of the higher, new 
requirements placed by the party on economic science there is a need for a 
certain regrouping of the forces of scientific personnel and their concentra- 
tion on the accomplishment of realistic, practical tasks. 


The new direction has emerged at the interface of economics and mathematics, 

as well as cybernetics. At the same time, we do not have in mind a “transfer 
of the economy to a mathematical basis" in the simplified, vulgarized sense 

of this process as the "“mathenatical formalization" of science.* It is quite 
clear that society and economy are extremely complex objects of research, At 
any stage of their study formalization is not capable of encompassing the prob- 
lems examined by science in an exhaustive manner, A constant organic combina- 
tion of formal and informal methods will always be necessary. 


Nor do we have in mind another thing, that is, that the combination of econ- 
omics and mathematics has allegedly occurred as some one-time act, spontane- 
usly. In fact, the application of mathematics in economics has long tradi- 
tions going back, first, to Quesnay's models, which K. Marx called "brilliant," 
and to the works of K, Marx and F, Engels themselves. 


The effect of objective economic laws of socialism receives full scope in our 
society, which is now developing on the basis of mature production relations, 
Thereby, socialism acquires the nature of an all-around developed and mature 

integral system, 


It is not accidental that beginning in the 1960's, when our country entered 

the period of developed socialism, the elaboration of major planning-economic 
and organizational-economic measures, such as the measures for improvement in 
management, planning and economic incentives of 1965 and 1979, realization of 
national economic goal-oriented programs and so forth, has acquired ever great- 
er importance, 


The transformation of the Soviet economy into a single national economic com- 
plex and the further socialization of socialist production and improvement in 
production relations adequate to this process have set for economic science, 





*Of course, the importance of formalization, without which "... an effective 


dialogue among experts in the humanities and natural sciences and mathemati- 
cians yecomes simply impossible," must not be underestimated /2, p 171/. 
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among other theoretical and practical problems, the problem of raising the 
level of the system and overall nature of analysis and management of the e- 
conomy of developed socialism. 


The internal logic of development of economic science has given rise to a 
whole layer of overall research based on the political economy of socialism, 
on the one hand, and feeding specific economic disciplines with its results, 
on the other. However, this “intermediary layer" of research itseif has re- 
quired a system interpretation. That is why the elaboration of problems of 
optimum functioning of the socialist economy under the conditions of devel- 
oped socialism, which, ultimately, must be examined and compared from the 
point of view of efficiency of all public production on the basis of the na- 
tional economic criterion of optimality (with a precise consideration of the 
limited nature of material, labor and natural resources), is urgent. The re- 
quirement for the most efficient organization of production and management 
presupposes an orientation toward efficiency and intensification factors in 
national economic development. Essentially, such an orientation is inconceiv- 
able without the solution of one of the key problems of economic theory--a 
scientifically substantiated commensuration of expenditures and results. 


F, Engels wrote in "Anti-Duhring" (with reference to "Das Kapital") that in 
the future society "ultimately, the plan will be determined by the weighing 
and comparison of the useful effects of various consumer goods with each oth- 
er and with the quantities of labor necessary for their production" ik. Marx 
and F, Engels, "Soch." /Works/, Vol 20, p 321/, 


For a number of years some economists have raised objections to the idea of 
evaluation of public usefulness (use value), in fact, ignoring practice, which 
constantly should have determined where and in what ratio funds are to be al- 
located: for housing construction or the output of motor vehicles, for the 
construction of roads or airports, for the extractior of coal or petroleum 
and so forth. Of course, a correct solution of these problems is possible 
only from the point of view of the maximum satisfaction of public needs with 
the available resources, This is an evaluation of public usefulness (use 
value). 


The development of the system of optimum functioning of the socialist economy 
is based on the propositions of the political economy of socialism and, at 

the same time, requires their specification during the formulation of the sys- 
tem of national economic and local criteria of optimality and the principles 
of an efficient utilization of the production capabilities of society and de- 
termination of optimum proportions and rates of national economic development. 





*V, A. Medvedev quite rightly singles out this aspect of the problem: "... In 
many interpretations of efficiency principal attention is paid to expenditures 
of public labor. However, expenditures should be compared with the result, 
which is manifested in a specific use value or their combination. Here pol- 
itical economy encounters serious prejudice and a kind of theoretical inertia, 
in accordance with which use value as pertaining to the material and physical 
aspect of production allegedly is not included in the subject of this science” 
/3, pp 9-10/. 
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The realization of the corresponding theoretical propositions is possible un- 
der modern conditions only on the basis of an extensive application of econ- 
omic-mathematical methods and computers. At the same time, there is a spe- 
cific point of view of the subject of investigation in the part concerning 
relations between goals and resources, which also gives rise to a specific 
method of scientific analysis. At the same time, it becomes ever clearer that 
the principles of the optimum system of socialist management should be devel- 
oped with the utilization of the achievements of all economic, as well as many 
noneconomic, sciences. 


The interpretation of the category of optimum functioning has expanded in the 
last few years. Along with an examination of its primarily technological and 
production aspects more and more attention is paid to the study of the inter- 
action of economic and social aspects. The intensification of a social and 
economic direction is an important requirement of the present stage in the 
development of Soviet economic science and the economic-mathematical direction. 


Political economic research on socialist public production is to ensure the 
study of the dynamics of the forms of socialist property, socialist organi- 
zation of labor and distribution and interconnection of intersectorial and 
interregional processes. The development, along »*th the category of consump- 
tion, of the category of the socialist way of li:« is very urgent. Comrade 
Yu. V. Andropov paid special attention to this at the June (1983) Plenum of 
the CPSU Central Committee: "The formula ‘rise in the standard of living" is 
often used in our country. At times, however, we interpret it in a simplified 
way, meaning only an increase in the population's income and the production of 
consumer goods. In reality the concept of the standard of living is much 
broader and richer. It means a constant rise in people's consciousness and 
culture, including culture of the way of life, of behavior and what I would 
call culture of intelligent consumption, It implies an exemplary social or- 
der, health, sound nutrition and a high quality of services for the public... 
It means a top-notch, from the moral and esthetic point of view, utilization 
of free time--in brief, everything that in combination is appropriately called 
socialist civilization" (Yu. V. Andropov, “Izbrannyye stat'i i rechi" [Se- 
lected Articles and Speeches/, Moscow, Politizdat, 1983, p 290/. 


The elaboration of the set of problems of development and improvement in the 
socialist way of life in their entire diversity requires close attention on 
the part of social scientists. These problems must be thoroughly investi- 
gated in the process of preparation of the social and economic sections of 
the overall program for scientific and technical progress. Such a task as 
the study of the effect of the standard of living and workers' material well 
being on labor productivity and the efficiency of public production must be 
noted especially. For this purpose the appropriate economic-mathematical re- 
search must also be expanded. 


In the final analysis it is necessary to develop such ways of improving the 
economic mechanism in the broad sense as organizations for social and econ- 
omic development, which would maximally ensure the mobilization of intensive 
factors in economic growth, 
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It is mecessary to change over to a specific methodological expansion of the 
principles of the system of optimum functioning of the economy into an inter- 
connected set of proposals for an improvement in national economic management. 
At the same time, the turn to the formulation of practical proposals aimed at 
the optimization of the management system by no means signifies the slacken- 
ing of attention to theoretical problems. Conversely, the problems of the 
practice of economic construction and their analysis and interpretation are 

a strong impetus for articulating and formulating new theoretical problems, 
for ranking them according to real importance and for checking the degree of 
scientific substantiation of advanced hypotheses. 


Let us take the problem of the level of centralization of economic management. 
At first, when the theory of optimization of national economic management 
took only the first steps, it was a means, with the help of which it was pos- 
sible to determine, up to the latest details, the optimum assignments fo: all 
and everyone. From today's standpoint the naivety of such very simplified 
ideas is evident. The extreme complexity and manysidedness of the goals and 
economic motivations of all the links of the social and economic system and 
the need for a search for means of an organic combination of general national 
economic and local interests under the conditions of operation of the social- 
ist principle of distribution according to labor require the maximum possible 
realization of the principles of democratic centralism in economic planning 
and management. Therefore, in the last 10 to 15 years principal attention in 
the research of these problems has shifted to a search for the most efficient 
combination of a directive establishment of centralized planned assignments 
according to key, strategic economic indicators with the self-action and ini- 
tiative of local economic units. Centrally established economic standards, 
that is, prices, rates of payment for the utilization of natural and labor re- 
sources and fixed capital, indicators of effectiveness of capital investments 
and so forth, play an important role in the solution of this problem, Im con- 
nection with this in recent years matters concerning monetary circulation, 
finance and credit, as well as the balance of natural and monetary flows in 
the economy, have entered the field of vision of researchers engaged in opti- 
mization problems, 


The formation of systems and sets of models of economic functioning, forecast- 
ing and planning now occupies an ever greater place in the work of the repre- 
sentatives of the economic-mathematical direction. 


The substantiation of the nature and role of system modeling, by means of 
which qualitatively new scientific results and new knowledge of quantitative 
correlations and dynamics of and prospects for the movement of the modeled 
economic object can be obtained, is one of the urgent aspects of the further 
methodological development of the system of optimum functioning of the econ- 
omy. In the practical field, however, the transition from the elaboration of 
individual models to the construction of their systems is a characteristic 
feature of the present stage in the development of economic-mathematical re- 
search. The advantages of such an approach are obvious: It makes it possi- 
ble to minimize the volume of a priori set indicators and to more fully take 
into consideration direct and reverse connections and feedbacks among numer- 
ous economic variables. 
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In the last 15 years the Central Economic and Mathematical Institute, the In- 
stitute of Economics and Organization of Industrial Production, the Council 
for the Study of Productive Forces, the Scientific Research Economic Institute 
under the Lithuanian SSR Gosplan and other organizations have obtained a num 
ber of important theoretical-methodological results in the area of construc- 
tion of systems of economic-mathematical forecasting and planning models and 
have performed a set of experimental calculations for a number of such sys- 
tems. The indicated research has contributed primarily to the deepening of 
theoretical ideas of the national economic criterion of optimality and its in- 
separable connection with the processes of coordination of national economic 
and local economic interests. 


Along with the elaboration of general problems of construction of national 
economic systems of models sectorial, regional and functional systems and sets 
of models have been developed. Models and methods of optimum development and 
placement of the production of individual sectors have found especially exten- 
sive practical application. A qualitative shift, that is, a transition to 
models of intersectorial complexes, has occurred recently. The inclusion in 
the sphere of optimization of connections and proportions among industries 
most closely linked with each other makes it possible to uncover major addi- 
tional potentials for saving national economic resources. Research in the 
field of overall regional social and economic modeling has been intensified 
during the llth Five-Year Plan, There are advances in the construction of 
subsystems of models for forecasting a rise in the people's well-being, move- 
ment of labor resources, nature utilization and so forth. 


Many of the developed blocks of systems of models and their individual ele- 
ments are introduced into the automated system of planned calculations (ASPR) — 
and into a number of sectorial management systems. 


At the same time, we must not fail to see bottlenecks and unsolved problems, 
At present standard systems of models leaning on sets of optimization problems 
are based, as a rule, on simplified and "ideal" notions of the system of func- 
tioning of the economic mechanism. It often remains unclear whether a given 
scheme of this mechanism is the best of the theoretically possible schemes, 
whether the economic motivations that within the framework of the indicated 
systems of models are a priori imputed to sectorial (and regional) blocks will 
be realized in practice and how the transition from an "ideal" to a real econ- 
omic mechanism can be made. A more profound theoretical-methodological study 
of the possibilities of various schemes of economic mechanisms will make it 
possible to increase the adequacy of the systems of models to real economic 
processes, 


A fuller consideration of the characteristics of the processes of reproduction 
inherent in its intensive type in economic-mathematical models and systems of 
models is an important problem in the improvement of many of them. The over- 
whelming part of the tools for modeling economic processes has been formed 
during the period of the primarily extensive development of the economy. The 
possibilities of these models in the description of the processes of intro- 
duction of the achievements of scientific and technical progress ensuring the 
saving of all types of production resources and their efficient mutual replace- 
ment, selection of the most efficient directions in the renovation of equip- 
ment and mechanization and automation of production, combination of these 
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processes with an improvement in the skills of personnel and transfer of wor- 
kers among the spheres of application of labor and so forth, are very limited. 
Therefore, there is a need for a search for new methods of describing and mod- 
eling economic processes under the conditions of transition to the primarily 
intensive type of public production. 





The nonuniform "mastering" of various spheres of the economy by the facilities 
of economic-mathematical modeling, especially in the area of construction of 
systems of models, should also be pointed out. At present there are certain 
achievements in the development of tools for modeling such intersectorial com- 
plexes as fuel-power, metallurgical, chemical, agroindustrial and transport 
complexes. However, construction and machine building complexes and most 
sectors of the nonproductive sphere have had much less "luck." In the field 
of regional modeling principal attention is paid to the investigation of mac- 
roeconomic and intersectorial proportions, fuel-power and agroindustrial com- 
plexes and problems of territorial production complexes. At the same time, 
complex regional problems of the production and social infrastructure and con- 
sideration of agglomeration effects have not been properly covered by research, 
Presently urgent problems of the reproduction of labor resources and overall 
problems of an interconnected modeling of the labor intensiveness of produc- 
tion, automation and mechanization of labor and training and retraining of 
personnel with due regard for the mobility of labor resources in territorial, 
sectorial and occupational terms require pri rity attention. Processes of 
formation of demand and consumption for material and spiritual wealth need a 
deeper understanding. Economic science experiences an acute need for the de- 
velopment of a special set of disciplines devoted to an analysis of the prop- 
erties of large probability systems and theoretical principles of cybernetics 
and management. The increasing attention to the development of social and 
economic, along with production and technical, aspects of national economic 
management requires an ever fuller consideration of the probability nature of 
the economic system and, consequently, of the inevitable incompleteness of 
information utilized in decision making. The development of the indicated 

set of disciplines is a necessary condition for the study of integral systems 
including various functional problem aspects of research without dependence 

on the specific physical structure of these systems. Therefore, a fundamen- 
tally new stage in the integration of sciences, which differs from the pre- 
ceding one, figuratively speaking, like multiplication differs from addition, 
is possible. This stage in integration will make it possible not to simply 
utilize the sum of knowledge accumulated in a number of special disciplines 
studying different aspects of functioning of the economic system, but to or- 
ganize more efficient interpenetrating relations among them and to apply the 
methodology and methods of allied sciences for the synthesis of more common 
approaches to the study of traditional objects of analysis. 


Apparently, the new approaches will lead to a significant rise in the level 
of adequacy of models and, consequently, will make it possible to more pro- 


foundly penetrate into the essence of the investigated processes, 


The final result of any scientific development is determined by practice. For 
now a number of important, but particular, results have been realized. 
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The economic efficiency of application of mathematical methods and models in 
the national economy is well known, An experimental realization of many of 
them leads to multimillion figures of saving of capital investments and cur- 
rent expenditures. However, these methods and models have not yet been prop- 
erly introduced. Ina number of cases, for example, in sectorial long-term 
planning, today there are no objective obstacles to the utilization of econ- 
omic~-mathematical methods. Reliable methods and models have been developed 
and the necessary experience has been accumulated. It is time to make their 
application for ministries mandatory. 


What are the further ways of introducing economic-mathematical methods into 
the practice of national economic planning and management? First of all, it 
is necessary to consolidate and develop the turn to social and economic prob- 
lems that is taking shape, of course, without slackening attention to the pro- 
duction and technical aspects of an optimum distribution of resources and op- 
timization of supply, freight transport and so forth--there is still a great 
deal of work here. 


The combination of theoretical and basic with applied research will make it 
possible to effect in a more substantiated manner the practical transition 
from general theoretical propositions to practical recommendations for a sys- 
tem improvement in the planning and management of the socialist economy. An 
interconnected solution of these problems requires primarily the further de- 
velopment of the methodology of optimum planning at all the levels of the na- 
tional economy and appropriate value mechanisms, of the system and structure 
of production management and of the general schemes and methods of decision 
making based on modern information systems and technical equipment of the man- 
agement apparatus. 


The problems of establishment and maintenance of the balance of national econ- 
omic development are especially urgent. Im connection with this economic sci- 
ence faces problems of a qualitative and quantitative analysis of all factors 
both those promoting and counteracting an efficient balance. Tools for econ- 
omic-mathematical modeling necessary for this have now been developed. They 
make it possible to evaluate the quantitative correlations among various fac- 
tors. However, their efficient application requires a unity of views among 
scientists investigating the qualitative nature of economic factors, on the 
one hand, and modeling specialists, on the other. 


At this stage it is necessary to carry out the following: 


analysis of different variants of economic mechanisms from the point of view 
of the possibility of utilizing them for the attainment of a coordination of 
interests at all the levels of the hierarchic economic system; 


development of the principles of evaluation of the efficiency of economic so- 
lutions on the basis of the principle of national economic optimum with due 
regard for their effect on the state of balance; 


investigation of the problems of coordination of the goal-oriented program 


method of solution of national economic problems with the balance, especially 
the intersectorial balance, method; 
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analysis of feedbacks existing in the economic system and capable of ensuring 
the stability of optimum states with regard to random disturbances; 


further elaboration of the problem of measurement of expenditures and results 
both within the framework of the political economy of socialism and at a more 
specific level of improvement in the principles of a scientifically substan- 
tiated price formation. 


The practical acuteness of the last problem is now due primarily to the fact 
that the policy of attainment of maximum final national economic results and 
reorientation of the entire incentive and cost accounting system toward them 
requires the development of strict, scientifically substantiated economic 
measurers. "Unfortunately, science has not yet suggested the necessary solu- 
tions of a number of important problems, which correspond to the principles 
and conditions of developed socialism, to practice," Comrade Yu. V. Andropov 
stressed at the June (1983) Plenum of the CPSU Central Committee. "What do 
I have in mind? Well, first of all, the selection of the most reliable ways 
of increasing production efficiency and the quality of output and the prin- 
ciples of a scientifically substantiated price formation" /Yu. V. Andropov, 
"Izbrannyye rechi i stat'i," Moscow, Politizdat, 1983, p 294/. 


Naturally, the problem of measurement of expenditures and results cannot be 
considered only from the accounting and statistical aspect. It is primarily 
a problem of efficiency and, ultimately, optimization of managerial decisions. 
With regard to the problems of introduction of the ideas of optimum price 
formation into practice, here we must proceed from the fact that strictly op- 
timum prices can exist only ic there is a plan optimal from a formally math- 
ematical point of view. Such plans do not exist in real economic life. It 

is not so much a matter of the level of scientific substantiation of plans 
not yet fully meeting today's requirements as of the impossibility of encom- 
passing the entire diversity of a real object in a formal model describing it. 
Under these conditions the problem of the planned price should be essentially 
solved on the basis of a compromise, which envisages a modification of strict 
theoretical propositions derived from the generalized scheme of economic func- 
tioning as applied to a real economic situation. 


The development of a system of national economic measurers of the final re- 
sults of public production adequate to the conditions of developed socialism 
is among the most urgent tasks of economic science in this field. 


The need for a decisive turn to the real practical tasks that life sets for 
our society also demands a new glance at the possibilities of development and 
introduction of systems of economic-mathematical models. From our point of 
view, the methods of their efficient application both in theoretical research 
and for applied purposes have not yet been exhausted. 


Systems of models of the functioning of economic objects of all levels and 


the national economy as a whole describing a real occurrence of economic proc- 
esses can provide considerable assistance in the analysis of the reasons for 
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the emergence of certain deviations from the envisaged planned assignments 

and in the disclosure of the motivations of enterprises, associations and de- 
partments leading to undesirable social and economic consequences. Experi- 
ments with these types of systems of models should become an integral part of 
the work on improvement in the system of national economic planning and mana- 
gement, because by means of them it is possible to study in a single complex 
all the aspects of interaction of the levers of planned effect on the behav- 
ior of economic objects, including the list of directively established planned 
assignmencs, contractual obligations, prices and norms of payments for re- 
sources, norms of deductions into the state budget and into enterprise funds, 
forms of organization and remuneration of labor, sanctions, fines and so forth. 


Methods of imitation and econometric modeling will find ever greater applica- 
tion in the construction of such systems. The provision of research with re- 
liable statistical, accounting, norm and planning information is an important 
condition for productive work. 


The further development of methods of elaboration of an overall program for 
scientific and technical progress for a 20-year period represents an abundant 
field for an extensive utilization of facilities for the system modeling of 
social and economic processes. As is well known, it has been included in the 
State system of national economic planning in accordance with the Decree dated 
12 July 1979 of the CPSU Central Committee and the USSR Council of Ministers 
"On Improving Planning and Strengthening Its Influence on Increasing Produc- 
tion Efficiency and Work Quality." At present the development of the overall 
program for scientific and technical progress until the year 2005 is being 
completed and the preparation for its formulation for the period until the 
year 2010 is beginning. Of course, long-term forecasting methods should also 
be improved from stage to stage. 


A set of national economic models (in particular, of intersectorial interac- 
tions) for determining the generalizing proportions of economic development 
and rates of growth of the output of material production sectors and for pro- 
viding this growth with the necessary resources is right now quite extensively 
applied in the elaboration of the social and economic sections of this prog- 
ram. However, sufficiently reliable tools for the coordination of general 
national economic forecasts with regional and sectorial projections for sci- 
entific and technical progress are still absent. The efforts of the develop- 
ers of systems of economic-mathematical forecasting models can be directed 
toward the solution of this problem. 


Finally, as stated, the development of the automated system of planned calcu- 
lations of the USSR Gosplan and the gosplans of the Union republics, as well 
as of automated management systems in ministries, departments, associations 
and enterprises, is the most important sphere of an extensive application of 
system modeling methods. However, we must not overlook the fact that a high 
degree of "technological nature" of the developed model tools, that is, their 
strict attachment to real schemes of planning and management and to the ap- 
propriate information systems and data bases, efficiency of calculations, 
clarity of presentation of their results and so forth should be the charac- 
teristic feature of the models designed for inclusion in the automated system 
of planned calculations and various automated management systems. Thus, on 
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the one hand, the role of planning-design engineering work far exceeding the 
limits of development of economic-mathematical models by the forces of scien- 
tists is very high here and, on the other, there are increased requirements 
for a realistic and reliable nature of the developed tools. 


In this case a correct division of labor and an efficient interaction among 
scientists, planning engineers and direct users of economic-mathematical mod- 
els are of special importance. Meanwhile, in contrast to some technical fields, 
sufficiently efficient forms of such an interaction have not yet been worked 
out. 


An analysis of the traversed path and the experience in the experimental check 
and introduction of various methods of management, modeling facilities, the 
material incentive system and economic indicators of the evaluation of the e- 
conomic activity of enterprises and associations indicate that all the work 
that has been done has prepared the possibilities for a transition to a qual- 
itatively new stage in the realization of the party's strategic line for the 
improvement and development of methods of socialist production management. 

The problem of development of a long-term program for an overall improvement 
in the entire mechanism of management in the broadest sense, including plan- 
ning, incentives, price formation, cost accounting, organizational structures, 
and the scientific and technical management base, is urgent. The specific aim 
of such a program should lie in the development of a management system fully 
adequate to the economy of developed socialism. 


The achievements of economic science, including the results of economic-math- 
ematical research, which have already undergone an experimental check, should 
be fully utilized and introduced into practice during the development of the 
overall program for an improvement in national economic planning and management. 


BIBLIOGRAPHY 


1. Nemchinov, V. S., "Izbrannyye proizvedeniya" /Selected Works/, Vol 1-6, 
Moscow, Nauka, 1967-1969. 


2. Moiseyev, N. N., "Urgent Problems of Ecological Evolution and Jay Forres- 
ter's ‘World Dynamics,'" VOPROSY FILOSOFII, 1978, No 7. 


3. Medvedev, V. "Urgent Methodological Problems of the Economic Theory of 
Socialism," VOPROSY EKONOMIKI, 1983, No 6. 


Copyright: Izdatel'stvo "Nauka", "Ekonomika i matematicheskiye metody", 1984 


11,439 
CSO: 1820/79 


43 











ECONOMIC MODELING AND COMPUTER TECHNOLOGY APPLICATION 


MATHEMATICAL FORECASTING, PLAN MODELING DISCUSSED 


Tallinn IZVESTIYA AKADEMII NAUK ESTONSKOY SSSR: OBSHCHESTVENNYYE NAUKI in 
Russian Vol 33, No 1, 84 (quarterly) (manuscript received 26 Apr 83) pp 1-7 


/Article by Yulo Ennuste, Institute of Economics of the Estonian SSR Academy 
of Sciences (presented by K. Khabikht): "Introductory Methodological Comments 
on Mathematical Forecasting and Planning of Adaptive Economic Developmert"/ 


/Text/ Methodological comments on the development of an improved mathematical 
description of the adaptivity of economic development in mathematical models 
are made in the article. In forecasting models this is to be done through the 
consideration of the manageability of economic development and in planning 
models, a more adequate description of the indeterministic aspects of economic 
development primarily on the basis of the consideration of incomplete and ad- 
ditional information. Such problems as the consideration of adaptivity dur- 
ing a forecast and of the adaptivity of the optimum plan, the methodology of 
improvement of stochastic optimization socioeconomic models through a descrip- 
tion of the stochasticity of the structure of problems and significant events 
and the decomposition and coordination of stochastic problems are examined and, 


finally, comments concerning the system of models of indeterministic forecast- 
ing and planning are made, 


l. Introduction 


The need for a more adequate description of the adaptivity of economic devel- 
opment has arisen in the theory of economic-mathematical modeling. In fore- 
casting models this means a more adequate description of the adaptability of 
the economy to new conditions and in planning models, the modeling of the a- 
daptability of the plans themselves to heretofore unforeseen, new conditions. 
Thus, the concept of the modeling of adaptivity is used here in a broader 
sense than usual. 


The need for a more profound investigation of the problems concerning the mod- 
eling of the adaptivity of economic development is due to the following cir- 
cumstances: The generally accepted mathematical models of forecasting of e- 
conomic development (trend and extrapolation) are based mainly on a descrip- 
tion of the inertial aspect of development alone. Therefore, the area of ap- 
plication of these models is limited and an excessive inertia of plans can ac- 
company the direct introduction of their results. 
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The traditional deterministic models of optimum planning also possess an in- 
ertial direction. They proceed from the deterministic prerequisite for the 
existence of full information and, therefore, the adaptability of plans and 
the ideas of their preliminary nature and flexibility are fundamentally alien 
to them. Furthermore, owing to the noted features, the tendency toward their 
application for too long planning periods is manifested, the significance of 
sliding planning is underestimated and so forth, which leads to inefficient 
results. For these reasons the existing theory of optimum planning does not 
meet many practical requirements, in particular the correction and maneuvering 
of plans /1/, creation of reserves, diversification and so forth. 


This article makes an attempt to uncover certain methodological aspects of 
mathematical modeling of the adaptivity of economic development, which are 
primarily connected with the lack of completeness of information and with the 
indeterminacy of economic development. At the same time, it is assumed that 
the indeterministic (stochastic, diffuse, with interval data and so forth) 
dynamic model of optimum sliding planning, where planning indicators can also 
be indeterministic (distributions, intervals and so forth), is a suitable ap- 
paratus for a mathematical description of the adaptivity of economic devel- 
opment. 


2. Particular Models of Forecasting and Planning of Adaptive Economic Devel- 
opment 


In order that mathematical forecasting models may describe, along with iner- 
tial aspects of economic development, adaptive aspects, it is necessary to_ 
more fully take into consideration the effect of planning and management /2, 
3/. Therefore, alternatives, plans and goals of development should be fore- 
cast in these models. Depending on the method of application of the latter 

a dual approach--normative and descriptive--is possible. In the first case 
the forecast goals are normative and in the second they are extrapolations of 
existing goals, 


It is easily seen that with such an interpretation the forecasting model ap- 
proaches the planning model significantly, because it describes goals and 
plans, as well as choice alternatives. When constructing the model, it is 
necessary to supplement the internal statistical information of an object with 
external information as well /3/, However, in contrast to the planning model, 
planning indicators are only informative (not directive) here and are de- 
scribed indeterministically (random and diffuse variables, intervals and so 
forth). Such models are called hybrid, because both mathematical statistics 
and the theory of probability, as well as elements of optimum planning, are 
combined in them, 


In contrast to traditional models the forecasts obtained by means of the de- 
scribed models are not limited to the determination of development problems, 
but also give their solution, 


With regard to traditional extrapolation forecasting on the basis of trend 


regression functions, here the excessive inertia of a forecast lies in the 
following: The type of the trend regression function is determined only on 
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the basis of information of the time series. Here it is advisable to supple- 
ment this information with external information. The latter, for example, 
can consist in directives or in some meaningful asymptotes, which can limit 
or adapt the further development of the process. 


For an adequate description of indeterministic dynamic planning problems it 
is necessary to take into consideration additional information, which can be 
received both from outside and in the course of the coordination process from 
inside the planned system itself. 


Proceeding from these principles, it is advisable to definitively fix the plan 
only for the beginning of the planning period and for a certain subperiod /4/, 
The planning indicators of the next subperiod are represented as preliminary 
(with respect to incoming additional information), taking the form of laws of 
distribution, intervals or point evaluations. The possibility of finding ad- 
ditional information and the calculation of the expenditures connected with 

it transform such characteristics of the planning model as the length of the 
planning period and its sliding step, the plan fixing time, the volume of ad- 
ditional information and so forth into optimum characteristics. 


The plan flexibility is connected with the aggregation of planned information. 
On the basis of this feature rigid and flexible plans are distinguished. For 
example, the flexible plan is given by an interval or distribution. Both the 
preliminary nature and flexibility of the plan pertain to optimized parameters. 
The corresponding optimization problem should take into consideration the ex- 
penditures or losses connected with the measure of flexibility, on the one 
hand, and the effect from a freer determination of plans at the lower levels 
of planning systems, on the other, 


On the basis of the formulated features it is possible to describe four plan 
categories, which are represented in the table. 


Plan Categories 








Final Preliminary — 
0 I 
Rigid determined pian forecast plan 
II Ill 
Flexible flexible plan flexible forecast plan 


The zero category plan is not adaptive, while the other three are. At the 
same time, adaptation with respect to the information that will be received 

in the future occurs in the horizontal direction of the table and with respect 
to the loss of information arising during the aggregation and detailing of 
data, in the vertical direction. 


By means of adaptive plans it is possible to avoid an excessive rigidity of 
planning and thereby to lower the effect of unforeseen or indeterminately 
forecast negative events and to more fully utilize unforeseen favorable fac- 
tors. 
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Various theories have been developed for a formalized description of indeter- 
ministic optimization problems /5/. Stochastic optimization, diffuse optimi- 
zation, optimization with interval data and the minmax theory are the most 
widespread. Stochastic optimization can be considered the most general and 
adequate for a description of socioeconomic problems /6/. To date the basic 
shortcoming of this theory lies in the relative complexity of both the solu- 
tion of problems and the collection of data (distribution laws). Therefore, 
preference is often given to simpler models based on the other above-mentioned 
theories, although stochastic optimization is the most sensitive and adequate 
means of describing indeterministic socioeconomic problems. 


It must be noted that many phenomena significant from the point of view of 
socioeconomic objects lend themselves with difficulty to a description by 
traditional stochastic models. They include the mutual stochastic dependence 
of the object's parameters and the discontinuity of their change. For a sim 
plified description of these phenomena it is advisable to use the concepts of 
significant events fs] and of the stochasticity of the model's structure fi]. 
By a significant event we mean an event, on which the other events and, there- 
by, the laws of their distribution depend. Thus, by means of significant 
events we can create models, which take into consideration to some extent mu- 
tually dependent parameters. For an approximate description of the discon- 
tinuity of their change it is convenient to use the concept of the stochas- 
ticity of the model's structure. The idea lies in the assumption that the 
model's structure depends on random circumstances and, consequently, is a 
probability structure (together with the probability nature of the model's 
parameters). In many cases methods of imitation and decomposition are suit- 
able for an analysis of such complex stochastic models, as well as for an ap- 
proximate solution of numerical problems. 


3. Methodological Elements of Systems of Models of Adaptive Economic Devel- 
opment 


Decomposition methods are of special importance in the investigation of the 
principles of coordination of indeterministic models of forecasting and plan- 
ning of adaptive development. For example, in the decomposition of the sto- 
chastic model of optimum planning it is easy to form two submodels of the sys- 
tem: One is a planning model, whose planning indicators are final and the 
other is a forecast model, whose planning indicators are preliminary and must 
be solved in stages. 


The advisability of application of adaptive coordination /s/, which in this 
model is effected through the use of the laws of distribution of the probabil- 
ities of coordinating parameters (for example, prices), follows from the de- 
composition analysis of two-stage stochastic optimization problems. At the 
same time, it is clarified that in adaptivity optimum coordinating parameters 
exceed planning parameters /3/. In this case final plans are coordinated by 
means of preliminary coordinating probability parameters, 


Decomposition methods, which decompose a problem on the basis of the aspect 

of inertia of economic development and the aspect of adaptivity, are of special 
interest from the point of view of the examined subjects. Such a decomposi- 
tion makes it possible to examine within the framework of an interconnected 
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system both inertial and adaptive models and to understand well the place of 
various interpretations /3/, At the same time, it is possible to clarify that 
inertial models are used basically at the initial stages of forecasting, for 
example, in the forecasting of limiting factors, parameters and connections 

of the most complex adaptive models and so forth. 


The formulation of a sufficiently general forecast-planning model (so-called 
initial model) and its decomposition analysis are some of the ways of a sys- 
tem investigation of the mentioned problems. On the basis of such an analysis 
it is possible to construct different variants of simpler systems, as well as 
of simplified particular models and the mathematical principles of their co- 
ordination, 


For a schematic example we will presuppose that the indeterministic multi- 
stage optimization model is quite adequate and general for the forecast-plan- 
ning calculations of the socioeconomic development of a region. It should 
contain rigid final planning indicators for the beginning of the period and 
flexible preliminary planning indicators for later stages, as well as take in- 
to consideration future potential technological alternative and stochastic 
relations of parameters. It is obvious that such a model wili be exceedingly 
complex and at present there is no general formalized theory of its descrip- 
tion. Presently existing formalized theories have a number of shortcomings 
from the point of view of the problem raised by us. Thus, on the basis of 
the theory of stochastic programming it is possible to solve only extremely 
simplified problems, because great difficulties arise in the consideration of 
stochastic relations of parameters. Diffuse (blurred) optimization is now 
only at the stage of formation and the rules of description of interconnections 
of parameters are not yet known here. Excessive pessimism (maxmin principle) 
is characteristic of the game theory and of the theory of interval optimiza- 
tion. For the purpose ot a more adequate formulation of the model it is nec- 
essary, when describing it, to use combinations of the mentioned theories. 
Apparently, a formalized description of the model will be extremely complex. 
Therefore, within the framework of the schematic example we will confine our- 
selves to the foregoing verbal description, as well as to a logical-verbal 
analysis of this initial model. 


There are different possibilities of decomposition of the described initial 
model. For our purposes it is advisable to use a combination of several prin- 
ciples and types of coordination. We will begin with decomposition in time: 
The model of the first subperiod contains planning indicators and the model 

of the second subperiod, forecasts of planning indicators. Thus, we will de- 
compose the complex forecast-planning problem into simple forecast and plan- 
ning problems. In turn, the forecast problem should be investigated in terms 
of inertial and adaptive aspects. To obtain purely inertial aspects, we dis- 
engage ourselves from goal indicators, manageavility and external informa- 
tion. As a result, we obtain econometric extrapolation models. If there is 

a need for a further simplification, we disengage ourselves from the system 
nature of indicators and obtain individual multifactor regression models of 
socioeconomic indicators. Finally, the aggregation of factors into one fac- 
tor--time--which will give us trend models, remains the last possible simpli- 
fication. Usually, the formulation of forecasts of economic indicators begins 
from the latter. 
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Goal indicators, forecast-planning indicators and external information play 
an important role in the models of forecasting of adaptive aspects of socio- 
economic development. 


As practice shows, the models of the subperiod of planning of the overall so- 
cioeconomic development of a region are also too complex and information-in- 
tensive to solve them in one center. These models should also be first de- 
composed in terms of such aspects as models of sectorial structures, terri- 
torial models (models of subregions), models of technological development 
programs, nature utilization programs and so forth. In turn, all the above- 
mentioned particular models, usually, are subject to decomposition in terms 
of sectors and resources. 


It should be added that the foregoing schemes of decomposition of the initial 
problem not only simplify its solution, but also make it possible to bring 
particular models closer to information sources and thereby to avoid an ex- 
cessive distortion of information. 


As yet the principles of coordination of such systems of forecast-planning 
models are little investigated. The principles of coordination of determinis- 
tic systems without aggregation can now be considered more or less developed. 
Only the first steps have been taken in the area of investigation of aggregate 
coordination and coordination with incomplete information. As has already 
been stated, in stochastic models coordination should be adaptive. In case 

of application of systems, at the highest levels of which more aggregate mod- 
els operate, initial indeterminacy is aggravated by a loss of information, 
which is connected with aggregation. From this it follows that aggregation, 
in turn, should increase the flexibility of coordination and even in deter- 
ministic models coordination should be flexible. 


4. Some Conclusions 


1. The assumption on the completeness of information is a strong simplifica- 
tion in the deterministic mathematical theory of socioeconomic development. 
For this reason important problems connected with incomplete and additional 
information existing in reality are excluded from the examination. In plan- 
ning this theory often leads to a premature fixation of plans and to their 
excessive rigidness and in forecasting, to a limitation to external statis- 
tical information of the investigated object alone. In general the mentioned 
deterministic theory focuses attention on the inertial aspects of socioecon- 
omic development, but does not sufficiently take into consideration the adap- 
tive aspects of development and the positive aspects connected with them. In 
this sense the possibilities of application of the deterministic theory are 
limited. 


2. <A more general and adequate mathematical theory of socioeconomic develop- 
ment requires a transition to indeterministic models. At the same time, the 
concepts of forecasting and planning of adaptive development play an important 
role. Adaptive development implies a plan, which, in principle, takes into 
consideration the possibilities of input of additional information and the 
possibilities of its utilization. This is attained by suchplan characteristics 


49 





as preliminary nature and flexibility. At the same time, preliminary nature 
takes into consideration the input of additional information only in time and 
flexibility, in space, in hierarchy, in planning and so forth. 


3. In methodology a transition to an adaptive concept is connected with sig- 
nificant changes both in forecasting and in planning. In forecasting, along 
with inertial aspects, it is necessary to take into consideration the mana- 
geability of development and, consequently, both the goals and external lLimi- 
tations of development. Multistage indeterministic models with adaptive 
plans, which are used in a sliding mode, are predominant in the area of plan- 
ning methodology. For the coordination of plans and forecasts it is neces- 
sary to change over to an adaptive concept, whose idea lies in connecting co- 
ordinating parameters with realized conditions, 


4. A decomposition analysis of a general indeterministic forecast-planning 
economic problem with adaptive plans gives a logical concept of the corres- 
ponding systems of models. Such concepts facilitate the integration of ap- 
plied planning and forecast models into a single system and help to under- 
stand the functions of individual models in such systems, It turns out that 

a decomposition-coordination solution of indeterministic optimization problems 
is an extremely complex and as yee little investigated problem. Problems of 
flexible coordination and aggregate coordination, as well as their combina- 
tions, require a further investigation, 


5. Evidently, hybrid models, in which the principles of econometric and op- 
timization approaches will be used in a combination, will become the basic 
mathematical apparatus of forecasting of adaptive development. The theory of 
stochastic optimization is more adequate for a mathematical description of 
planning models, However, this theory should also be improved for the pur- 
pose of adapting it to a given object. For example, here it is advisable to 
take into consideration not only the stochasticity of the parameters of mod- 
els, but also the stochasticity of their structures, 
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REGIONAL DEVELOPMENT 


MOLDAVIA'S FUNCTION AS INTEGRAL PART OF SOVIET ECONOMY VIEWED 
Kishinev KOMMUNIST MOLDAVII in Russian No 12, Dec 83 pp 56-61 


[Article by Doctor of Economic Sciences A. Kozhukhar': "Economy of the 
Moldavian SSR--a Composite Part of the Unified National Economic Complex"] 


[Text] One of the most important features of a developed socialist society's 
economy is the establishment of a inified national economic complex (YeNKhK), 
which includes eccaomies of all republics and economic regions of the country. 
This is an important step along the path of practical realization of V. I. 
Lenin's idea on transforming the future economy into a unified factory and the 
entire society into a unified cooperative of workers (see "Polnoye sobraniye 
sochineniy" [Complete Works], Vol 33, p 101; Vol 37, p 346). The fact of es- 
tablishing a unified naticnal economic complex of the country is secured in 
the USSR Constitution: "The economy of the USSR is composed of a unified na- 
tional economic complex, which includes all links of social production, dis- 
tribution and exchange in the territory of the country" ("Konstitutsiya 
(Osnovnoy Zakon) Soyuza Sovetzkikh Sotsialisticheskikh Respublik" [Constitu- 
tion (fundamental law) of the USSR], Moscow, 1977, p 11). 


It is proposed that the study of this subject be divided into the following 
three questions: 


1. The essence of a :mified national economic complex. 


2. The place of Moldavia's economy in the system of a unified national eco- 
nomic complex. 


3. Economic cooperation of Moldavia with union republics and CEMA countries. 


In examining the first question it is necessary to concentrate attention on 
characteristics cf the basic signs of a unified national economic complex, 
which define its essence. The main ones are: 


first, public ownership of the means of production, the high level of social- 
ization of production and the development of a system of public division of 
labor. The latter is characterized by a complex sectorial structure of econom- 
ics. The relative share of sectors of the nonproductive sphere increases in 
the system of public division of labor. In 1981, 26.3 percent of all workers 
and 33.6 percent of all national economy funds were used in it; 
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second, orientation of the economy toward ensuring a steacy upsurge in the ma- 
terial and cultural level of life of the people on the basis of further raising 
the efficiency of all social production and converting it to a primarily inten- 
sive path of development, dynamic and balanced development and proportional 
growth of sectors of a unified national economic complex and economies of union 
republics and carrying out a unified socioeconomic and scientific-technical pol- 
icy of the CPSU; 


third, formation of intersectorial and regional complexes in the structure of 

a unified national economic complex: territorial-production complexes and inter- 
sectorial--agro-industrial, investment, transportation, fuel and power and 
other complexes--which will include a large number of sectors of the national 
economy that have stable economic ties; 


fourth, implementing progressive shifts in the structure of the national econ- 
omy, improving intersectorial and intrasectorial proportions with the aim of 
eliminating existing distinctions in the technical and economic and socioeco- 
nomic levels of development of regions and achieving economic equality and 
social uniformity of various regions; 


fifth, establishing a unified system of a production infrastructure in the 

composition of a unified national economic complex (this applies to unified 
systems such as power, transportation, gas supply, automated communicaticns 
and other systems); and 


sixth, deepening of the international socialist division of labor and devel- 
oping new forms of economic cooperation of the socialist countries (scientific 
and technical cooperation, foreign trade, joint construction and operation of 
enterprises and specialization and cooperation of production on the basis of 
coordinated long-term programs), which promotes strengthening of interaction 
of our country's unified national economic complex with national economic 
complexes of other fraternal countries. 


It is important to emphasize that during the stage of mature socialism, a 
unified national economic complex develops on its own basis and is directed 
toward achieving a greater talance of various links of the national economy, 
equalizing technical, economic and social levels, converting production to a 
primarily intensive path of development and more fuller orientation of all 
production links toward realizing the highest goal of socialist production. 


In studying the second question of the subject special attention should be 
devoted to the following aspects: organic interaction, the unity of a unified 
national economic complex and complexes of union republics, the place of 
Moldavia's economy in the system of a unified national economic complex, the 
characteristics of the complex of basic sectors, agro-industrial complex of 
the republic and the complex of sectors which produce consumer goods. 


One of the most important laws governing the development of a unified nation- 


al economic complex is the strengthening organic unity of the country's na- 
tional economy and the economy of union republics. 
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Moldavia's economy, as a structural subdivision of the unified national eco- 
nomic complex, has now been transformed into a national economic complex, which 
occupies an important place in social division of labor and makes an increas- 
ingly important cortribution to the country's national wealth. The basic signs 
of the country's unified national economic complex are also present in the re- 
public's national evonomic complex. 


The idea of comprehensive development of the economy of economic regions was 
advanced for the first time in 1920 in the plan of the State Commission for 
the Electrification of Russia [GOELRO]. The necessity of comprehensive devel- 
opment of regions was emphasized by V. I. Lenin in 1921 in his work "0 pro- 
dovol'stvennom naloge" [On the Food Tax]. In it he demanded from regional and 
local organizations "... an exemplary organization of the small ‘whole,' but 
precisely ‘whole,’ that is not a single econsmy, not a single sector of the 
economy, but the sum of all economic relations, the sum of the entire economic 
turnover, even of a small region" (Complete Works, Vol 43, p 234). Lenin's 
ideas of comprehensive development of the economy of economic regions found 
concrete embodiment in the establishment of regional national economic com- 
plexes. 


It must be noted that every national economic (regional) complex interacts with 
the country's unified national economic complex. 


The basic directions of interrelationship and interaction between a unified 
national economic complex and republic national economic complexes are, first 
of all, the strengthening of organic unity of the country's unified national 
economic complex and specialization of a regional national economic complex; 
increasing contribution by economic regions to effectiveness of the country's 
unified national economic complex, ensuring on this basis a balanced nature 

of economies of republics and equalizing levels of their development; second, 
improving intereconomic relations with the aim of more rational and efficient 
utilization of material, labor and financial resources that are directed at 
converting the economy to a primarily intensive path of development; third, 
more fuller consideration of specific conditions in the development of econo- 
my and population's demands in a region for consumer goods; and, fourth, effi- 
cient utilization by every republic of its natural factors in accordance with 
all-union division of labor. "The most judicious utilization of the natural 
and labor resources and climatic specifics of each republic and the most 
rational inclusion of this potential into that of the union as a whole,’ Comrade 
Yu. V. Andropov stressed in his report "The 60th Anniversary of the USSR," "is 
what will yield the greatest benefit to each region, to each nation and nation- 
ality and to the state as a whole." 


The overall sense of purpose of production specialization and comprehensive 
development of the economy and strengthening of interregional economic rela- 
tions determine the place of each republic in the systemof a unified national 
economy complex and its role and significance in satisfying local and all-union 
requirements. 


Moldavia's economy as a composite part of the country's unified national eco- 
nomic complex is defined by three groups of sectors. 
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The first group consists of sectors of union specialization, whose production 
is earmarked mainly to satisfy all-union requirements. In Moldavia such 
sectors are agriculture (horticulture, viticulture, vegetable raising, tobacco 
cultivation and the raising of sugar beets, sunflowers and essential oil-bearing 
crops) and the food industry (wine making, canning, tobacco, sugar, fats and 
oils and essential oil). It is precisely this group of sectors that represents 
Moldavia in the all-union division of labor and defines its place, role and 
contribution to the all-union economy. 


Sectors of union specialization, whose production is used within as well as 
outside the region, also belong to this group. Among such sectors in the re- 
public are machine building and some production facilities of the chemical and 
light industry, which operate on imported raw materials and cooperative sup- 
plies and make up units, components and finished articles. 


Belonging to the second group are sectors whose production is used for consump- 
tion within the republic. Included in them are some production facilities of 
the light and local industry as well as enterprises which use raw material and 
fuel resources of local significance and by-products of basic production of 
sectors of union and regional specialization. 


The third group includes sectors of physical production, which are called upon 
to ensure normal functioning of all sectors of the republic national economic 
complex, that is of the production infrastructure (transportation, road manage- 
ment, the construction materials industry and others). 


Proceeding from the level of development of production forces, the following 
structural subdivisions can be singled out in the republic national economic 
complex: a complex of basic sectors of the industry, an agro-industrial com- 
plex and a complex of sectors engaged in the production of consumer goods. 


The first includes power engineering, metallurgy and machine building. Sepa- 
rately, each sector, based on its functional purpose, appears as a sort of 
integrated subdivision. The power engineering «omplex ensures electric and 
heat energy requirements of all sectors of physical production and nonproduc- 
tive sphere. In 1982, the power engineering complex generated and supplied 
for production and municipal and everyday needs 16.8 billion kW-hours of 
electric energy and nearly 7 million gigacalories of heat energy. 


Moldavia's power engineering complex is included in the unified power system 
of the USSR as a structural element of the country's fuel and power complex. 


In connection with gradual conversion of the republic's economy to a primarily 
intensive path of development and increased needs of the national economy in 
ferrous metallurgy production, the significance of metallurgical industry in 
the composition of basic sectors is growing. Construction is underway in 
Rybnitsa of the Moldavskiy Metallurgical Plant, which will ensure utilization 
of all local scrap metal, substantially reduce its delivery to the republic and 
economize transportation means and other material resources. The first stage 
of the plant will be put into operation as early as 1984. 
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Machine building sectors occupy a significant place in the complex of basic 
sectors. Belonging to this complex are the Moldavgidromash and Vibropribor 
production associations in Kishinev, the foundry machine plants imeni S. M. 
Kirov and Moldavizolit in Tiraspol, the Moldavkabel' plant in Bendery and other 
machine building enterprises, which produce electric machines and motors, power 
transformers and low voltage electrical engineering instruments, electrical 
engineering equipment and cable goods, press forging machines and foundry 
production equipment and various devices and means of automation. At present, 
subdivisions of the complex ensure 7 percent of the all-union production volume 
of large electric machines, 7.7 percent of alternating current electric motors, 
4.8 percent of electric measuring instruments and 3.5 percent of instruments 
for measuring mechanical values. More than 95 percent of all production comes 
into all-union turnover. 


The machine building complex continues to develop in the llth Five-Year Plan. 
In 1983, construction and increase of capacities continued at the Plodsel'khoz- 
mash Production Association [PO] in Kishinev, at the Moldsel'mash Production 
Association in Beltsy, the Foundary Machines Plant imeni S. M. Kirov in 
Tiraspol, the Volna Production Association and the Calculating Machines Plant 
imeni Pyatidesyatiletiye SSSR in Kishinev and at other enterprises. 


One of the central places in Moldavia's national economic complex is occupied 
by the agro-industrial complex. Its share at present accounts for 57 percent 
of fixed production capital, more than 48 percent of the total number of 
workers employed in the national economy, 60 percent of total social product 
and 54 percent of the republic's national income. 


The agro-industrial complex of Moldavia is developing in many directions. First, 
further deepening of zonal specialization is underway, which is aimed at ratio- 
nal use of natural conditions and resources; second, state, kolkhoz and inter- 
farm specialized enterprises of the industrial type are being established in 
crop-growing and livestock breeding; and, third, the process of further inter- 
nal economic specialization and concentration of production and improvement of 
economic relations in the agro-industrial complex [APK] is continuing. 


The complex consists of three spheres of social production: production of means 
of production of agricultural purpose, strictly agricultural production and 
production of sectors linked with procuring, transporting, processing, storing 
and marketing agricultural production. 


The first sphere of the agro-industrial complex--production of means of produc- 
tion of agricultural purpose--has a tendency toward expansion and is meant 

for implementing comprehensive mechanization of basic processes in the agro- 
industrial complex. It consists of some enterprises engaged in the production 
of agricultural machines. 


The current material and technical potential of the republic's agriculture 

consists of more than 50,000 modern tractors, over 11,000 combines and nearly 
33,000 trucks and other equipment. The republic has established a high-capac- 
ity material and technical base of livestock breeding. It has constructed and 





put into operation 41 pork production complexes, 33 beef production complexes, 
35 heifer farms and 30 poultry farms. Their planned capacity makes it already 
possible now to annually produce nearly 200,000 t of meat, t< obtain 500 million 
eggs and to raise 55,000 head of non-calving young cows. 


The core of the agro-industrial complex is the second sphere--agricultural 
production. Moldavia's agriculture occupies an important place in the agro- 
industrial complex of the country. During the 1976-80 period, it produced 

3.3 percent of the all-union gross production volume of crop-growing and 1.4 
percent of livestock breeding production, including 22 percent of grapes, 8.6 
percent of fruits, 4.4 percent of vegetables, 5.2 percent of sunflowers, 3.5 
percent of sugar beets, 1.7 percent of meat, 1.2 percent of milk and 1.3 percent 
of eggs. 


The basic direction in the development of the republic's agriculture was de- 
fined by the 26th CPSU Congress and defined more precisely by the May (1982) 
plneum of the CPSU Central Committee in the "Food Program of the USSR for the 
Period up to 1990." It contemplates deep specialization of regions and farms 
in the production of fruits, especially of stone fruit crops, vegetables, 
grapes and hybrid seeds of corn and sunflowers as well as production of seeds 
and livestock breeding products. 


An important place in the agro-industrial complex of the republic is occupied 
by sectors of the third sphere, which are engaged in the processing of agri- 
cultural production. It consists of nearly 20 subsectors, includes more than 
200 enterprises and associations and produces more than 1,000 different types 
of foodstuffs valued at more than R3 billion. 


A great role in the republic national economic complex is played by a complex 
of sectors engaged in the production of consumer goods. It includes enter- 
prises of the light, local and wood processing industries, the construction 
materials and forestry industries, social security, housing and municipal 
services and consumer services as well as industrial enterprises under union 
jurisdiction which produce consumer goods. In 1982, R3.1 billion worth of 
them were produced in the republic. A total of 1,427 articles are produced 
with a state mark of quality. Their relative share in the overall volume of 
consumer goods amounts to 32 percent. 


It should be noted that despite a considerable increase in the production of 
consumer goods during the past few years, the demand for many of them is not 
being fully met. At the same time, many articles are kept for a long time on 
the shelves and accumulate in trade. They are mainly obsolete models and 
designs which do not satisfy customers, are not reliable in work and have been 
poorly made. For example, every third color television set has to undergo 
warranty repairs. Large quantities of footwear, cultural and personal goods, 
sewn goods and other articles are being rejected. 


Individual enterprises in the republic, which produce consumer goods, have 
been slow in reorganizing to production of quality goods. There have been 
instances when supervisors of some enterprises in trying to fulfill their 
plans in rubles strived to produce more expensive articles and avoid produc- 
tion of cheap goods which enjoy increased demand. 
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"Increasing production of consumer goods and expanding the sphere of services 
in combination with the Food Program are a central part of the social program 
confirmed by the 26th CPSU Congress and must be of urgent concern of all party, 
soviet and trade union organs and all ministries and departments. For rapid 
saturation of the market with commodities, each sector of physical production 
and every enterprise, regardless of their specialization, must contribute their 
share to the replenishment of commodity resources," notes the resolution of 

the CPSU Central Committee and the USSR Council of Ministers "On Additional 
Measures for Improving Supply to the Population of Consumer Goods in 1983-85." 


The republic has worked out a comprehensive program for developing production 
of consumer goods in the llth Five-Year Plan and ir the period up to 1990, which 
is a composite part of the all-union program. Dynamic development of the re- 
public's national economy and of its structural subdivisions contributes to 

the establihsment of necessary prerequisites for further raising the well-being 
of workers. 


In examining the third question attention should be devoted to the following 
two aspects: Moldavia's economic cooperation with other union republics and 
its participation through the unified national economic complex in the inter- 
national socialist division of labor. 


One of the most important features of a unified national economic complex is 
economic cooperation and systematic distribution of produced goods among union 
republics and regions according to their specialization and requirements of 
comprehensive development of their economy. Within the framework of the coun- 
try's unified national economic complex, Moldavia exchanges receipts with all 
union republics. It recieves production of 93 sectors from other union repub- 
lics and in itsturn suuplie products for 72 sectors. 


According to the data of intersectorial balance, Moldavia recieves: from the 
RSFSR--excavators, bulldozers, motor graders, rollers, loaders, chemical 
equipment, overhead and tower cranes, motorboats,. refrigerating plants, com- 
pressors, steam boilers, diesels and diesel generators and pumping stations; 
from the Ukraine--rolled ferrous metal, pipes, metalware, various electric 
motors, compressors and refrigerating plants; from Belorussia--industrial 
equipment, tractors, computer equipment, lumber and cardboard; from Uzbekistan 
--metal, industrial equipment, monitoring and testing instruments for the 
light industry, wool yarn, raw leather and wool; from Lithuania--electrical 
engineer and cable goods and construction materials; from Latvia--cardboard, 
paper, tools, radio goods and office devices and equipment; from Azerbaijan-- 
petroluem products; and from Armenia--compuer and electronic equipment. Various 
industrial production and raw materials are also supplied by other union repub- 
lics and regions of the country. 


At the same time, Moldavia, in its turn, supplies to other republics in the 
country products of the food and light industry, machine building, instrument 
making and electrical engineering. Within the framework of the country's 
unified national economic complex, Moldavian goods are exported to Bulgaria, 
Hungary, the GDR, Cuba, Poland, Czechoslovakia, Romania, Mongolia, Great 
Britain, Denmark, Italy, Canada, France, the FRG, Sweden, the Netherlands and 
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some developing countries. Enjoying priority demand in these and other coun- 
tries are articles of the machine building and tool making industries, electric 
power, construction materials, consumer goods, foodstuffs, fermented tobacco, 
wines and other goods. 


In accordance with the directions of specialization within the country's uni- 
fied national economic complex, the relations of industrial enterprises of 

the MSSR with enterprises of foreign countries are being expanded. Thus, for 
example, good production relations have been established between tne collec- 
tives of the Kishinev and Kralovskiy (Bulgaria) tractor plants, the Kishinev 
Elektromashina Plant and the (Vashgeretwerk) people's enterprise in the GDR, 
the Floare Production Association in Kishinev and the Intra enterprise (GDR), 
the related enterprises of Yuzhenergoremont and Erikor (Hungary), the Moldav- 
kabel’ plant in Bendery and the Bulgarian plant imeni Nenko Iliyev, the Mol- 
davgidromash Production Association and the (Pumpenwerk) combine (GDR) and many 
other industrial enterprises of the republic and the socialist community coun- 
tries. 


Taking specialization into consideration, the republic has established a 
leading special design buro [GSKB] on complexes of machines for mechaniza- 
tion of work in orchards, vineyards and small fruit patches. Soviet scien- 
tists together with their foreign colleagues are working on designing new 
machines for the agrarian sector, breeding new varieties and hybrids of agri- 
cultural crops and technologies of their production, breeding new varieties 

of grapes that are resistant to cold and diseases, hybrids of early ripening 
tomatoes and new varieties of vetches, peppers, onions, sunflowers and soybeans 
and on developing a new technology for growing plums and apricots. 


The level of development of Moldavia's economy and the degree of its maturity 
is determined in the end by the the extent that it, proceeding from the 
directions of specialization and its place in the all-union division of labor, 
satisfies the requirements of the unified national economic complex and the 
republic. Fuller and more rational utilization of natural-climatic, material 
and labor resources will make it possible to raise its role and significance 
in the system of the unified national economic complex. 
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